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Disclaimer

This matedial has besn prepared for professionsl investors.

The firm preparing this report has not taken into account any cusiomer's
particular investmant objectves, nancial cesources or other relevant
ckcumstances and the opinions and recommendations herain are not
T dations of pardcadar i top
tox Al ik chona involve risks, which nclude tzmmg

athars) the risk of ldvcru o umnﬁnblhd marke}, financisl or political

P and, in L currancy risk. Due care and
attention has buen used in (he prapaiation of forecast i
actual resulis may vary rom forecasts and wny varistion may ba rnllndlly
positive or negaiive. Forecasts, by thelr very nature, ars subject Io uncectanty
and contngsncles many of which are outaide the control of Macquarie Bank
Umited (Macquaria).
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Lutost v for kodgesnant of proves 6:00pm, 73 Qctoter 2007

Cabe o G kor denpamaning slgincty 10 vole &l Ihe Meatnga 7 00pm, 23 Octoter 2007

Share Scheme Mectng 300pm, 25 Ocber 2007

Genaral Mealing Atier the Share Schame Meelng D nol
beicrs 3 30pm, 25 October 20C7

‘Orton Schom Mawtng ‘Al e Gareral Meswyg bl not b o
4 00pm, 75 Oclober 2007

Second Count Heanrg 29 Oclobar 2007

Luat chay fov wackng MEL Srems 2 November 2007

Commencemant o radng MGL Shares jon & csfemed saliemant 5 hovember 2007
Dars)

Recard Data T.000m, 12 Nowermnar 2007

implemanizton Date 13 Novemar 2007
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« Tae Restructure is intended {o sddress two key objaclives simuansaushy:

) pokition the Mecqueria Group to centinue to pursus the srstegles that have been
responsbie for a strong growth; and

b} atxist the Macquurie Group in meeting s obiig: 1 fo the ian Prudentint
Rogulatien Authority {"APRA’
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Tra AS18 biion hundeng commament otrmmed by MGL compnses

= A$8 bilon senior unsscured bank debl fnencing {Burk Faclity'), snd

v AS10 béfion two-yesr Wransions! bridge fackty { Bridge Fecley’).

Binding commirments fer the Bank F-dqwﬂ\mluhur-mhmomnh years have baen
recaived from a group of major internationa| uhd Ausralien firencal setiubons A summary ef
tormu folowa

Up o A1 4 bitlon bn stanchy (aclioes with & rm of 384 days

- 180 3
E"Io. mm‘m'\:,-""-" oy axhenaion peciets sl ar arvaliaivie fot dewwing I ALO,

Up \o AS2 4 bion in revolving facilbes with & mnimum term of firel yRar.

- v pplenal ana Foar axionaion perieds bed 2 wmdnii e iing B AUD, USD,
EUR, GIF-IG."VM ¥ b

Up to A3$4.0 biltion # berm facites with & mismum e of theee years

- - L 30,
mmw—wmyumwunm drawing in AUD, U0,

MBL wil Bncige Faclity o MGL 1o laciiiate #w sitadlehmant of MGL's sxiemel andag
profiy n qhb.l dlhlc-pﬁlmlﬂtl

LL Y] \mnn F-ﬂgﬂthanmnpﬂbﬂM‘!bumm
whach bme the globel capeal markaty mamnce
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* MGL
— Auhorined as 2 NOHC and wad be s requinted sntty for AFRA purposes
—  Bubject o APRA prudentat! requinemants for NOHCs

Mucouas GoupLmied  na na A2P1F1 Feri —  Capital e kguicity rigk management framawork must have repard i both the Non-Bankng
Group and MBL, &nd comgply with APRA regulations

Mucquers Bak Limisd  ALPIFL AR APIEL NAY A

LLICCUSNS INkemBthons

Fi sty Limitedt .

e Secwn 1 0 AUPIFL AR A2PUFY et MBL

M- Banking HokiCo na ns A2PF) AR k — Contnues 1 be subject i Al ranga of APRA bankong reguiations.
* Popling iy SuBeet (Mosdy 8]

SR REIRRLE ot

= The bankng group ~ MOL - will undertakes 3 ‘capeal recucton’ of $A30n which will be ransfsmed
HGL to capim ks the operabons of the ‘non-bank'

* There m not sxpecied o be any relm of capetsl o a3 8 rewult of the
& T will ROt B 8 thxabie st for Mot shaneraiders and optonholders
* 15 pravide sharshokiera s graaier apportundy 1o ssbefy the “43 day role” It respect of Ter rew VR @ COW )il

MGL sharss pror i the paymant of the 2007/8 nisam Gividend, it s propossd io defer the payment
el that avidend urid e Janusry

VGTING:

-+ Tre Shere Scheme must bs spgroved ot ihe Shars Schame Mestng by 3 magpnty in number
of Shnehoiders voung (2Ahed I perEcn of by proxy), snd by ot wast T9% of e voles ot on
tha Share Scheme Resdluton,

MGL will Inde under the ASX code 'MQG" whils the code 'MEL" will remun quiried (Though as s
det lstng| i order 10 BupEart the coNBued GUOtISOn of 1w exstng hybnd securbes - Macquarie
Wrcome Securbes (MIS)

J0G will ba cated ‘Macquaria Capal
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s {verview = Full service in Austrulia

» Financial performance » Broad nvestmen! banking in Asia-Pacfic

. . * Focussed pacicipation in intamationa markats
= Growing intemationally
* Established 1969, banking Fcense 1985, ksted 1998
= Froposed restructure
= Markai capitalisation: $A20.4b* -~ Top 15 company on ASX, aver 100,000

= (ieneral update and outlook sharehelders
+ Appendices
—- Eamingy drivers
—- Anslysi by busness segmaent
— Restucturs - furthsr detail
2 Eadideto |n~»uw.:-_-ul 4

Over 11,000 staff in 24 countries
25% increase since August 2006

Investment banking: 42%*
Income up TE% on prior yest

Asset & woalth management: 27%*
Ineome up 3%% on prios ‘jear

Invasteand i nking, teel trtenw
and ather ppeaiaiet fumaly

Aetadl e whalesals
funs managomant sne
Brivint eham braking

FL hvhwren. Weswwry and dodl ma tobs

Bunking and securitined lending Equity dertvritves

Equiponire and siher asing
LTy T |[MWItGoRe )  [SETaasieea) Lending: 10%* Aualemsts enaing
42 wtatt izsar | (zwar Inootive UP 23% ON BrIOT YS&r  Ciber vy

s m N1 Aoy 2007 * Nerrermiy e 1 L Bt "

Financlal markets: 21%"
theoime Up 4% on prior yaar
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. $750m capital ralsing &
T $80m share purchase plan

{May 2007}
[ 1]
" $700m caplital raising S4.8b
a2 {May 2008)

$3.2b

» Overview

* Financial performance

» Growing intemationally

v Proposed restructure

» General update and outlock
» Appendices

Y]
1] = Eamings drivers
10 — Anslyxis by business segmaent
" — Restruttute - fther datall
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Ratall Real Eststa
Cthar 5%
15% Commarclal Real Estate “a
L) e
Industria) Real Estats
% oo
fnvastment Funds
Communications o
TourismiLeisure & infrastructure -
Ratiidential Real Estate 1%
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Roads
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= Corporsle finance & sdvisory

= Wslnutenal cash squiGes § rebeath

o Intrastnciure hands mgl

= inmstrcturs inanca & sdvieory

Rt | sbate funds mot

* Raslseixis sruciued fnance & ddvisa'y
Real ssinte devwicpmant

Equiy defiviivie

Ene'gy capltsl (of sns gae inence)

* Conmodity dacivsives and siruciursd products.
Equpment leasing

* Physical gaa irading

« Pour pang

* Emerging market bond broking

* Radldutial Megagw

* O0ur wpacislst funds marmgament

P L o1

income™ Jtaft numbers

.llli!lil!il

. E] 20 E ) -t ) W AN A

* Submitted application 1o UK Financisl Services Authority in July to et up UK
ligencad banking sntity

“Enera R - 5l

SR RET SLETRERREGER 0

Cerporale brmnce & adveary services
» Firancal producta

= UK imvestmant futds (Open Ended Inarstnent Compam )
» Luadng and aeset firancing

I ttubonel cash squdws b resewrch

= Treasury and commodibes acysers

Egqury structured BRance and dervatives

Real ssiate structured fnence

Rupl seiuin advisory ang funde marmgemant
Rescental mosgages:

Bulindss banking sHvices
Funcs: manepument
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» [ orporats hrance & advieory
» Equty capsisl marketa
v limtnstionsl cash aquiies b resesrch

v e sructhure, resd ssmte a0 ather
syecbdet funds

= Equity deshatven

F Aures troking

Rwal patate sncaired france & mhasory
Real sxiats devakapment

* Liasing

* Tivasury b commodty dervaines

= Firencil products
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» Overview

« Financial perfformance

Growing internationally

Proposed restructure

General update and outiook

Appendices

-- Eamings drivers

— Analysh by busihess segmaent
=- Restructure - further detsd

bed

responzble for s strang growth; end

Reguiation Authority {APRA)

» The Restructurs Is intended lo address two key objectives simultaneousty:

— posttion the Macquarie Group 1o continus to pursus the sirategies that have bean

— assisl the Macquarie Group in meeting s obligations 1o the Austrlian Prudental

Ao T aradackel

Corporats strycturs AFTER

= We arw on Wck

Formal AMCA pporir i tatlvad

Court oy convaning s Araigs of Sharohabtars e psanhanlary recel ol

Bravitiph sl (aEngE racon s Delinavs retngs wil 0o appiiad by the Ashng Agenaien vpen eutasivhmen] of

Macquane Grawp Linvied
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pol reniuthets

WA snart W ratngs remam unchanged ut A-1 7P S F-1

c-:nlzmq-n wlimnaal for @ barm pank Tnclity o JARE e & Syndicans of map inemaiensl sad Aveiraian

The pragpesal remains whyecl b e apwovel of oo Frnjwiid Tridierid, Rolie il nppicatans have beas il sl

EGM »n 23 Ociebar o sent sharyholder and splonhelder spproven




= Macpana’s s¥ong smphems on rek maapenent 10 contnue 19 apply rougtout the Group
= Macguers Group Limiwd will b reguisted by APRA a8 » NOHC
* Aa prevously adviesd:
— s S CRAARS b DRI RIS S-AMAN B BMASE BB
—  Ha nignifcani relvae of capial snicisied
= Further details & be i in B b st 1 n iy
Sepwmber

o Overview
= Financial performance
« Growing infemationally
« Proposed restructure
» Genernl update and outlook
+ Appendices
— Eamings drivars
— Analysis by business sepment
= Rastructure - further detal

P IS T CR o ooy o 32 W SRR IR G HE 16 0 =)

Cerneart e gieEl weka. SBrEliece

« Credt markels
- gx(iun«bmhnnwb-m-uamlmmwmnnmnmmm

Furels ek g Ol iy P g fquidity = sharply reduced spestits
for financh! ntermedery term svasimenty

s Banks are now ungng moch of whai ussd D be pleced N P non-bank ascior

== Trandacton Wvek are kwer

== Cradn sprends have witdenad and cost of funda hes ncressad

-+ Cimdil maskets arg PO NSNS DT ed and non-eguinied Inencis|
[: RGN reguin

«+  Quakty fundng rRNARCHoNS are Kt Bking plece on watetactory teme
E quity markets

=+ High volatiity m squity markeis globalty

= Very high teding yolumas in Asie and Austaiia iretal and insttutionaf)
=+ Future impact of crecit murkat disnption i uncartain

Industry tranaachon flow

- LA gy

LG et

~  Reduced privsle squity aciviy

Globul real sstate

—  US reanlonnl pricas havy julfirid ahd v shamed havrs folen

= Riang spresda sliecting mengage sates ganecally

= ke erast revame Bireng scTene o sencosenind ptery
= Uphurs i Ausiraben sasl poss! resiientel o fng”

—  Significant luris wvulnhly far sppropriate inresimen

Voltiity pastive for most giobal financial markets schvibes excapt in debt capal Markets whart
ramaachon volumnas, iquiddy snd dett bock poskions Mlivk Deen IMpecid by brosder makst
wrmod

Auntratis 3nd Asls much less affected than US or Europe
* Centinuing competive snvidament for saft

VBRC R TG VRS D Tl OB CRETIR RIS S S ke 5 0
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o Consarvathvely capitalmed

— Tior 1 capital ratic at 31 August in sxcess of 15%
* Wall tunded
* A) Groups are operating profitably

No ynusual provisians of wiite downs
* Businessey are diversified by praduct and geography
Continuing 1o grow staff - cutrenty approxisately 11,000°

Held For Sale msets on balance sheet: $AS528m al 31 August 2007 (3A1,370m at 30
Seplambaer 2008)

—  Expect o reabss for greatsr than book value
Rik-weightud assat growth slowsr
Exzect strategic opporiunities in the current snvironment

= Main business focus s making retums by providing services to clents rather than by
principal rading

No materia) exposures not siready kndwn te investors

Ho problem trading mxposures.

No matsrial problem credit sxposuras
Mo exposure \g Structuied Investment Vehicles (SIVs)
Only modes! holdings of AAA mnd AA rated CLO# and CDOs {$US300m approx)

Na problama with debt undeswritings

No underwriting of leversged leans

Vary lttle undarwrding of comporate loans
= Only modest credil exposures W Tha hedge kind ndustry

T g 3 87 35




Terseztite a1%olit

5k ek

+ Investment Bansing Group
—  MLA o) ECM ppalings easonabl
—  Very simng MAA complston i first quarter (10 une)
- Australien ECM actvity lower then first guarier - pertly ssasons|
— 3ok pipeing i Asiy
= Cash squben - sxcellent volumes n Australe and Ase
— Proftable auset siles n progress
— Contrusd growth I invesiment Banking Funds and asssts parformeng wel (See alides 40-41)

Equity Markets Group

—  Banefing from cument vol thy
—  Generaly high tading volumas it Australse and Ak

Traasury and Commoditiss

—  Baneltrg o cument volaidity
—  incrasid volumes BCTDes MOST busnessat #xcapt Debt Markem

Real Estate Group

— AN BUSTESSS CONRNUE 10 pariomn wel

- Soms profiable dispasais completed

= Contmued growh n Ryl Estats Funds and sasets periomung wel (Ses cides 40-41)

—  Wall pouhonad 1o capitaiies on countsr-Cyckcs! oppariunibes Rssociated uwdh swe r 4oine
Mmarkst sectons

k1

ol Si%EaE BEERnh ¢ aroilliclay

VRIS el o8 ol pee

Francial Services Sroup

= Recand relad Mauing e

= LR Sk it B e YRR ind il Ny Sl T/ Sd M SUpar BARGENR referd. (341 TS)
re Gomiemyl eutSowy pit Jums X v wepecie

== CMTup 26% foom AV 1k (11 Mar Z00T) 1w SA17.Th (37 Aug 2007), Weaw us 13% Wen 23 26 (H1 Mav 200T)
o BA20 20 (31 Aug 2007)

F i Mamagement Group

—- Gasd st PriamRance raistve s beachmarts

s Gl Rakdh parHa bipecuilly wil (6l8tee 1 makel

Eanking snd Securtsation

== Mt il 1N Mbein Nokaling Il S23mirg Mol Sioddl Jraih bur ramamier of i j o
= Lawnch ol crolk card e in Apat 1007

=+ Depesi relumes wall up

=+ Challanging funding markets fer mergages bui bigh Teelly ssasts

Assel Parfornance

— Assstz continug b perform well
Refnancings

— 51 beng schuved pn ressonable isme

= Invesimaent Banking Funds™ epproximately 2% of wtel sikket debt Sul £ EARRACING OW3f
Pixt 12 monte

== Rual Extaty Funcly spprommately 3% ol btal asset debt dus for refinancing over next 12
manths

Acquisiton Pipeling

- Track record a0 expernnes poston funds wel io pursus opporundes
= D#ep wiperbes n debt markets
— Strong Mvestment discping
w  Bignicant Gupta) dvelebls for irasTnent

[l

e EEIVHE S S e

pRITS

= Crpital raised from inverstors
~  $A12 45 ol lunce rmed Aprl 1 August 2007 (TT% inserrtonal, 77% unlistes)
~ $Ad 0o for Imvestmant Banking Funds® (72% nternetonal, 35% unimted)
— 3A2 Bb for Real Estate Funde* (83% intsmailionsl, 81% unfsted)
= A5 (% of ot wpecelint hanets (InChatrg Frmnca| Producta)
O fund rEENGS IN prOgreRy
= Sianificant ¢cuplinl avalably R wwastmant
— Ivecment Banking Funds $A9 B0
— Rual Estam Funds approx A3 Tt
* New funds being developed across axisting and new markeis

Expect record first hatf, up appreximately 40% on pep

Expact sacond quariss to Be up on pep; av in mos! years, down on very strong first
quatter

Investors should exercise cauon in drawing infarences from the axpected fret helf
twsull for the hull year result especially bacause of ditficulty in predicing market
conddions fer the remaindet of the financisl year

Planning for sirategic initiatives:
u= Group level mensgement and cantral strategy unk tasked 1o idently opportunities
— Elower risk-weightod asset growth

— Continuing It hire quallty s1a2 ospacially in &reas whare we ses special
oppariinites

— Possible boutiqus agquisitions

SV =W e e —
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s Overview

* Financial performance
= Growing intematicnally
* Proposed restructure
« General update and outlook
» Appendices
— Eamings drivens

— Annlysis by buginess segment
— Restucture — further detall
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MACQUARIE BANK RECEIVES FEDERAL TREASURER APPROVAL FOR RESTRUCTURE OF

MACQUARIE GROUP

28 September 2007 - Macquarie Bank Limited (MBL) advised today that it has received approval from

the Federal Treasurer for the proposed restructure of the Macquarie Group (Restructure). Specifically;

- The Treasurer granted all of the approvals necessary for the proposed Restructure to proceed

as described in the Explanatory Memorandum,;

- The Restructure approvals contain certain modifications of the Corporations Act that facilitate

the implementation of the Restructure. In particular, Macquarie's ability to pay dividends out of

pre-restructure profits is preserved.

The Restructure is proposed to be effected by schemes of arrangement to be considered by the

Bank’s shareholders and optionholders at meetings on 25 October 2007.

Contacts:

Jenny Kovacs, Macquarie Bank Investor Relations

+612 8232 3250

Paula Hannaford, Macquarie Bank Media Relations +612 8232 4102
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Securities and Exchange Commission by
Macquarie Bank Limited.

Macquarie Group of Companles

File Number: 82-34740

Media Release

MACQUARIE GROUP TO ACQUIRE ORION FINANCIAL INC.

Combination to create leading Canadian MACQUARIE
investment banking and securities franchise

TORONTO, SEPTEMBER 26, 2007 — Macquarie Group (Macquarie), a diversified
global financial services organization, today announced that it has entered into an
agreement to acquire Orion Financial Inc. (Orion) through a combination of cash and
Macquarie Bank Limited shares. When combined with Macquarie’s existing Canadian
investment banking businesses, the acquisition of Orion's advisory, equity research,
sales and trading platform will create a leading investment banking and securities

franchise in Canada.

Orion, through Orion Securities Inc., is a well-established Canadian independent dealer
focusing primarily on the resources sector. Orion also has expertise in the technology,
healthcare/biotechnology and diversifieds sectors. Its primary activities include M&A
advisory, equity underwriting, equity research, sales and trading. Orion employs
approximately 130 people based predominantly in Toronto, with additional offices in
Calgary and Montreal. In the year ended March 31, 2007, Orion generated pre-tax
income of C$41 million.

Nicholas Moore, Global Head of Macquarie’s Investment Banking Group, said, “We are
particularly attracted to the experienced and successful team at Orion. They have a
deep understanding of the Canadian market and are highly regarded for the expertise
they offer to clients.

“Ovr objectives in acquiring Orion are firstly, to round out our global resources

investment banking business and secondly, to extract maximum advantage from




Mazquarie Group of Companies

combining their successful Canadian operations in equity underwriting, sales, trading
and research with the scale and global reach of Macquarie Securities.

“With Qrion joining Macquarie, we see significant opportunities for the combined
Canadian team to better access Macquarie’s global pool of investment banking
products, executives and systems to provide clients with a wider range of services in
Canada and efsewhere. Over time, we expect that the combined Canadian business
will expand its product offering to complement our existing activities in infrastructure,
utilities and resources,” said Mr Moore.

Orion's senior management team will remain with the business in key leadership roles
within Macquarie’s Investment Banking Group, including Doug Bel! and Dan Cristall
who will assume regional leadership roles in Metals & Mining and Oil & Gas
respectively. To assist in integrating Orion and Macquarie’s existing Canadian
investment banking operations and to maximize future opportunities from the combined
business, Paul Donnelly, currently an Executive Director in Macguarie's Investment

Banking Group in Australia, will relocate to Toronto to lead the combined businesses.

Dan Cristall, Chairman of Orion, said, "This is an excellent opportunity for Oricn and its
employees. Combining with a financial services institution the quality and size of
Macquarie gives us the opportunity to offer our current and future clients an enhanced
praduct offering and global platform which will be unique in the Canadian marketplace.
We like the Macquarie business model, philosophy and entrepreneurial spirit and

believe that it will work well with the style of business and clients we have at Orion.”

John Prendiville, Head of Global Natural Resources within Macquarie's Investment
Banking Group, said, “Orion’s business mix, which is predominantly in Metals & Mining
and Qil & Gas, and its Canadian client base provides a natural fit with our broader
global resources business. Canada is one of the most important resources equity
markets in the world and adding an equities, sales and trading platform and greater
M&A expertise to our existing Canadian resources business will provide clients with a
broader range of services and cross-border M&A opportunities.
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“The end result will be a leading, full-service offering of M&A, equity underwriting,
research, sales and trading capabilities in key natural resources markets around the
world,” added Mr Prendiville.

Following a transition period, the business will be re-branded and operate under the
name Macquarie Capital Markets Canada Limited with employees of Orion becoming

employees of Macquarie.

The consideration for the acquisition comprises two separate components:

~  C$30 million will be paid to the vendors in cash upon financial close;

— Macquarie Capital Acquisitions (Canada) Ltd., a Canadian incorporated
subsidiary of Macquarie Bank Limited (MBL), will issue 1.6595 million
Exchangeable Shares to the vendors. These Exchangeable Shares will be held
in escrow and released over a 5 year period. Upon release they will be
exchangeable on a one-for-one basis with MBL shares at any time up to 10

years after issue, subject to certain conditions.

This represents a total consideration of approximately C$147 million, based on an MBL
share price of A$80.27.

Retention agreements will also be entered into with key Orion employees shortly after
completion. Under these agreements a total of 250,500 MBL shares will be allocated
within a five year period, with one third of each allocation released on each of the third,
fourth and fifth anniversaries of financial close, subject to continuing employment with

Macquarie.
The acquisition is subject to regulatory and other approvals. The impact on Macquarie's
Tier 1 capital ratio is anticipated to be immaterial. Financial close is expected to occur

by the end of 2007.

Macquarie North America Ltd. and Keefe, Bruyette and Woods acted as financial
advisor to Macquarie Bank and Orion respectively in relation to the transaction.

- more -
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About Macquarie

The Macquarie Group (Macquarie) is a diversified international provider of specialist
investment, advisory, trading and financial services in select markets around the world
with approximately C$200 billion of total assets under management (as of June 30,
2007). Headquartered in Sydney, Australia, Macquarie comprises Macquarie Bank
Limited, the leading Australian investment bank, and its worldwide affiliated entities.
Macquarie Bank Limited is a top 20 company listed on the Australian Stock Exchange
with a market capitalization of approximately C$19 billion as of September 25, 2007.
Macquarie employs more than 11,000 people in 24 countries including more than 1,200

people in the Americas in 23 locations.

Macquarie's global equities business, Macquarie Securities, has teams located in the
major financial markets around the world providing clients with specialist capabilities in
equity underwriting, equity sales and trading, equities research and corporate broking

and is consistently ranked highly for its research, sales and execution.

In Canada, Macquarie has had a significant and expanding presence since 1998.
Today Macquarie has offices located in Toronto, Vancouver, Montreal, Calgary and
Winnipeg employing over 200 people across a range of businesses.

For more information, visit: www.macquarie.com/ca

About Orion Securities Inc.

Orion is an employee-owned Canadian independent dealer that provides investment
banking services primarily to the resources sector. Orion’'s focus is on a number of key
sectors including Energy, Mining, Technology, Health Care & Biotechnology, and
Diversified Industries. Orion’s principal activities include M&A advisory, equity
underwritings, equity research, sales and trading as well as proprietary trading and
market making. Orion has offices in Toronto, Calgary and Montreal.

For more information, visit: www.Orion.ca

For further information, please contact:

Alex Doughty
Corporate Communications, Macquarie Group
Tel: +1 416 607 5048




ANNEXURE
Acquisition of Orion Financial Inc. by Macquarie Bank Limited
Key Terms of Exchangeable Shares

The key terms of the Exchangeable Shares to be issued by Macquarie Capital Acquisitions {Canada) Ltd.
(“lssuer”), an MBL subsidiary, are as follows:

— the Exchangeable Shares will be released over a five year pericd conditional on ongoing employment
of the holder,

— 20% of the Exchangeable Shares will be released on each of closing, the third anniversary and tha
fourtn anniversary of closing;

— the ramaining 40% will be released on the fifth anniversary of closing subject to a Minimum
Performance Obligation;

— the Minimum Performance Obligation specifies that the final 40% of the Exchangeable Shares be
adjusted downward if corporate finance revenues and sales and trading revenues from the Canadian
market are not maintained at a lavel of at least C$100 million. This leve! will be adjusted downward for
any fall in the TSX Composite Index;

— the Exchangeable Shares released from escrow can, at the holder's discretion, be exchanged for
MBL Shares or cash (at the election of the Issuer), subject to certain conditions and restrictions MBL
may impose,;

— the Exchangeable Shares have a sunset provision permitting the Issuer or Macquarie Capital Hoidings
{Canada) Ltd. (being the immediate parent of the issuer) at their option to force the exchange of all
outstanding Exchangeable Shares on or after the tenth anniversary of closing, or earlier if less than
10,000 Exchangeable Shares are outstanding or in the event certain MBL contro! transactions ocaur,

— aholder of an Exchangeable Share does not have voting rights at any general meeting of MBL;

— there are reorganisation provisions included in the terms to adjust the number of MBL Shares to be
delivered on exchange or to substitute any successor entity securities for MBL shares in the case of a
restructure of MBL {eg, in the case of the restructure proposed with Macquarie Group Limited);

— aholder of an Exchangeable Share will have a right to receive a cash dividend per Exchangeable
Share equal to the Canadian dollar equivalent of the cash dividend on an MBL share, a stock dividend
per Exchangeable Share equal to the stock dividend per MBL share, and a dividend in the type and
amount of property per Exchangeable Share that is economically equivalent to any other dividend on
an MBL share;

Exchangeable Shares will not be transferable except on death, or to a personal holding company, or
family trust to third parties
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ASX/Media Release
MACQUARIE GROUP TO ACQUIRE ORION FINANCIAL INC.

27 September 2007 - Macquarie Bank Limited (MBL) today notes the attached release made in
Toronto, Canada, overnight regarding the acquisition of Orion Financial Inc. MBL advises that the
impact of the transaction on its Tier 1 capital ratio is expected to be immaterial.

As mentioned in the attached release, consideration for the acquisition will comprise both cash and
Exchangeable Shares. MBL is not required to seek shareholder approval in relation to the issue of the
Exchangaable Shares. A summary of the key terms on which the Exchangeable Shares are issued is

set out in the Annexure.

Contacts:

Jenny Kovacs, Macquarie Bank Investor Relations +612 8232 3250
Paula Hannaford, Macquarie Bank Media Relations +612 8232 4102




Iﬂevgl’a‘s - "I:'erephone {61 2) 8232 3333

o. artin Place acsimile {61 2) 8232 3350 i .

Sydney N3W 2000 Internet hitp:/fwww.macquarie.com.au Flle NUIIIber. 82-34740
GPO Box 4294 Telex 122246

Sydney N3W 1164 DX 10287 SSE

SWIFT MACQAU2S

ASX/Media Release

DEUTSCHE TELEKOM EXERCISES PRE-EMPTIVE RIGHT OVER
IMMOBILIEN SCOUT SHARES

18 September, 2007 - A Consortium consisting of Publishing and Broadcasting
Limited {"PBL"} and Macquarie Bank Limited {"Macquarie") today has been advised
by Aareal Bank that it has received official notice from Deutsche Telekom indicating
that thrcugh its subsidiary Scout 24 AG, Deutsche Telekom intends to exercise its
pre-emptive right over the 66.2% interest of Immobilien Scout on offer from Aareal
Bank. As identified in the initial announcement of the transaction on 16 August
2007 by Macquarie and PBL any acquisition was conditional on, amongst other
things, this pre-emptive right not being exercised. The acquisition will therefore not
be completed.

For further information, please contact:

Paula Hannaford, Media Relations Tel: +612 8232 4102
Macquarie Bank Limited

Richard Nelson, Investor Relations Tel: +612 8232 5008
Macquarie Bank Limited

WS: 17408053_3
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MACQUARIE
BANK

14 September 2007 - Further to today’s announcement that Macquarie Bank
Limited expects its first half result for the six months ending 30 September 2007
to be up strongly on the profit of $A730 million for the prior corresponding period,
CFO Greg Ward said that net profit after tax for the half year ending 30
September 2007 is expected to be up by approximately 40 percent relative to the

prior corresponding period.

The Bank notes that the final result for the half year is still uncertain and will be
dependent on market conditions between now and 30 September, 2007 and the
extent of successful completion of major transactions on or before 30
September, 2007.

Mr Ward said: “Investors should exercise particular caution in drawing inferences

from the expected first half result for the full year result especially because of the

difficulty in predicting market conditions for the remainder of the financial year.”

Contacts:

Richard Nelson, Macquarie Bank Investor Relations +612 8232 5008
Paula Hannaford, Macquarie Bank Media Relations  +612 8232 4102
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Macquarie Bank Limited.

File Number: 82-34740

MACQUARIE BANK LIMITED
SUPPLEMENTARY PROSPECTUS FOR
THE MACQUARIE BANK

EMPLOYEE SHARE OPTION PLAN

This supplementary prospectus (Supplementary Prospectus) is intended to be read with the
prospectus dated 29 June 2007, relating to Options over Shares of Macquarie Bank Limited
(Prospectus).

IMPORTANT-PLEASE READ
Supplementary Prospectus dated 14 September 2007

This Supplementary Prospectus is dated 14 September 2007 and was lodged with the Australian Securities and
Investments Commission (*ASIC™) on that date. Neither ASIC nor ASX take any responsibility for the contents of
this Supplementary Prospectus. Unless otherwise defined in this Supplementary Prospectus, terms defined in
the Glossary to the Prospectus have the same meaning in this Supplementary Prospectus.

90558711




THIRALNE M LA ST LIV by el w2 e W TR T LY D VTN TR T T TR e ] AN

1. RESTRUCTURE OF THE BANK

In July 2006 the Bank announced it was examining a corporate restructuring likely te involve the
establishment of a non-operating holding company (NOHC) holding both the banking and the non-
banking business.

On 13 September 2007 the Federal Court of Australia granted orders to the Bank to convene
meetings of shareholders and optionholders to consider resolutions approving schemes of
arrangement relating to the implementation of a restructure of the Bank. The security holder
meeiings are to be held on 25 October 2007. If the Restructure is approved by securityholders and
the Court it is expected the Restructure will be implemented in mid November 2007,

Under the Restructure, a new listed non operating holding company, named Macquarie Group Lirnited
(MGL) will be established as the ultimate holding company of the Bank. Shareholders will exchange
their MBL Shares for ordinary shares in MGL. Optionholders will have their MBL Options cancelled in
consideration for the issue by MGL of replacement options under the MGL Employee Share Option
Plan (ESOP) having the same exercise price, vesting conditions and exercise period. The MGL ESOP
will be in substantially the same terms as the Option Plan.

The Bank has released to the market the Explanatory Statement for the schemes of arrangement.
The Explanatory Staternent includes:

. Information on the Restructure and MGL,;

. Information for shareholders and optionholders on the effect of the Restructure on their
investment, including taxation information for Australian resident optionholders;

. Information on the MGL ESOP; and

o An Independent Expert’s Report to shareholders and optionholders.

A copy of the Explanatory Memorandum may be obtained free of charge by contacting Investor
Relations on {02} 8232 50086 or on Macnet.

The Prospectus is amended by deleting section 6.6.
2. CONSENT TO LODGEMENT

Each of the Voting Directors of the Bank has consented to the lodgement of this Supplementary
Prospectus with ASIC.

Supplermentary Prospectus — 14 September 2007 2
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ASX/Media Release

MACQUARIE BANK RELEASES EXPLANATORY MEMORANDUM FOR RESTRUCTURE OF
MACQUARIE GROUP

14 September 2007 - Macquarie Bank Limited (MBL) today lodged with the Australian Securities
Exchange (ASX) the Explanatory Memorandum detailing the proposal for Macquarie Group Limited
(MGL) to become a non-operating holding company (NOHC) and the ultimate parent company of the
Macquarie Group. This follows MBL obtaining an Australian Federal Court order to convene meetings
of shareholders and optionholders in October 2007 to consider the restructure of the Macquarie Group

(Restruclure).

MBL announced in July 2006 its intention to restructure the Macquarie Group into a NOHC owning
separate banking and non-banking groups. The establishment of the NOHC is intended to support
continued growth across the Group's businesses, particularly internationally, whilst meeting the
requirements of the Australian Prudential Regulation Authority (APRA}.

The Explanatory Memorandum, which is due to be sent to MBL shareholders and optionholders late in
Septembar 2007, details the proposed Restructure of Macquarie and how it will provide greater
flexibility for Macquarie to adapt to future business, market and regulatory developments.

The Resiructure is proposed to be effected by schemes of arrangement to be considered by the
Bank's shareholders and optionholders at meetings on 25 October 2007.




Under the schemes of arrangement, shareholders and optionholders would exchange their shares
and options in MBL for shares and options in the new MGL, which will be quoted on ASX under the
code MQG.

Macquarie Bank Deputy Managing Director Richard Sheppard said the establishment of the NOHC
structure: would provide more strategic and operational flexibility than MBL's current structure and is a

common structure for global financial services groups.

“Much of the Macquarie Group's growth in recent years has been generated by its international
expansion and by diversification, particularly in activities that are not traditionally banking.

“The major driver for this Restructure is the continued growth in our businesses, especially
internationally. QOur objective is to allow Macquarie to continue to sustain the growth of non-banking

businesses, which are not always readily accommodated by APRA’s banking rules.

“As previously advised, no major change to senior management or business strategy is contemplated

as a result of the Restructure.

“Macquarie’s track record of success and growth has been driven by our business model, our culture,
the team and our business approach. The establishment of the NOHC won't change any of that,” Mr
Sheppard said.

How the Restructure will work
Under the proposed Restructure, the existing operating entities comprising the Macquarie Bank Group
will be separated into a Banking Group (including MBL) and a Non-Banking Group.

Immediately after the proposed Restructure, and conditional upon implementation of the Restructure,
MBL will undertake a capital reduction whereby the capital of MBL is reduced by $A3.0 billion with the
capital deducted from the capital base of MBL transferred to MGL to capitalise the operations of the
Non-Banking Group. The capital reduction does not involve a return of capital or other payment to
investors and will have no impact on the total capital of the Macquarie Group.

Under the proposed Restructure:
» Each share and each option in MBL will be exchanged for one share and one opfion,
respectively, in MGL. .
e The Banking Group will continue to be subject to the full range of APRA regulation as an
authorised deposit-taking institution.
e MGL will be authorised as a NOHC and will be a regulated entity for APRA purposes.




* Macquarie's strong emphasis on risk management would continue to apply throughout the
Group.

* There will be no major change to group strategy or key management as a result of the
Restructure,

¢ The Restructure is not expected to result in any material change to dividend policy, with the
annual payout ratio expected to remain in the range of 50 to 60% of net earnings.

There will not be a taxable event for most shareholders and optionholders.

The Macquarie Group's existing hybrid securities, the Macquarie Income Securities (MIS) and the
Macquarie Income Preferred Securities will remain on issue. MBL will remain listed on ASX to support
the continued quotation of the MIS.

One-off costs associated with the Restructure are not considered to be material nor are the additional
ongoing costs. Details of costs associated with the Restructure are contained in the Explanatory
Memorandum.

Under Australian tax law in order for shareholders to be entitled to franking credits, they must satisfy
the '45 day rule’ in relation to their new holding of MGL shares. This rule generally requires
shareholders to hold their MGL shares ‘at risk’ for at least 45 days in a qualifying period (unless they
qualify for an exemption). In order to provide a greater opportunity for shareholders to satisfy this rule
in respect of their MGL shares prior to the payment of Macquarie's 2007/8 interim dividend, if the
Restructure proceeds, the interim dividend to investors will be paid by MGL rather than MBL and will
be paid on 30 January 2008 {(with a record date of 9 January 2008}, rather than in mid-December
2007.

Debt refinancing strategy

Under the Restructure, MGL will be required to finance the initial transfer of the non-banking assets
and businesses from MBL to the Non-Banking Group. The initial financing of MGL will be achieved
through a combination of external credit facilities and funding from MBL (including the capital
reduction). Following the Restructure and on an ongoing basis, MGL will fund the growth of the Mon-

Banking Group, while MBL will continue to be funded along similar lines to its existing practices.

Macquarie has established a Restructure financing plan to meet the initial and expected ongoing
funding requirements of the overall group.




As previously advised, Macquarie has received binding commitments from a group of rajor
international and Australian financial institutions to underwrite a multi-currency, syndicated senior
unsecured credit facility for MGL of $A8 billion.

MBL will provide a $A10 billion two year committed senior bridge facility to MGL to provide transitional
funding while MGL's capital markets issuance programme & being established. This bridge facility will
be refinenced via issuance in all significant global capital markets.

There will be no increase in the net debt of the Macquarie Group as a result of the Restructure.

Impact on credit rating

Provisional ratings have been received for the NOHC from Standard & Poor’s (A-), Moody’s (A2) and
Fitch (A). The ratings for Macquarie Bank Limited following the Restructure are expected to remain
unchanged for S&P(A) and Fitch(A+). Moody's has advised that Macquarie Bank Limited is expected
to be rated A1 with a positive ratings outlook following the Restructure. Definitive ratings will be
applied upon establishment of the restructured Macquarie Group.

Independent Expert’s Report

The Explanatory Memorandum includes a report by Independent Expert, KPMG, which assessed the
Restructure proposal. KPMG has concluded that the proposed transaction is in the best interests of
shareholders and in the best interests of optionholders.

KPMG has further concluded that the associated capital reduction is fair and reasonable from the
perspective of MBL's shareholders as a whole and would not materially prejudice MBL's ability to pay
its creditors.

Board Recommendation
The Board of Macquarie Bank has concluded that the proposed transaction is in the best interests of
shareholders and optionholders and unanimously recommends that shareholders vote in favour of

each resolution at the meetings.

In addition to the approval of shareholders and optionholders, the Restructure proposal remains
subject to the approval of the Federal Treasurer. Formal approval has been received from the APRA
for Macquarie Group Limited to be authorised as a NOHC. All necessary private tax rulings and craft
class rulings have been received.




Indicative Time table

Latest time for lodgement of proxies 6.00pm, 23 October 2007

Shareholder & Optionholder Meetings commencing at 3.00pm,
25 October 2007

Second Court Hearing 29 October 2007

Last day for trading MBL Shares 2 November 2007

Commencement of trading MGL Shares 5 November 2007

(on a deferred settlement basis)

Restructure Record Date 12 November 2007

Implementation Date 13 November 2007

Information on the Restructure is available at www.macquarie.com.au/restructure. Macquarie

shareholders and optionholders with inquiries can contact the Macquarie Resfructure Information Line

on the following numbers:
Australia - 1300 554 096

New Zealand — 0800 442 099
United States — 866 499 0754
United Kingdom — 0800 694 0471
Other countries — 61-3 9415 4000

Contacts:

Richard Nelson, Macquarie Bank Investor Relations
Paula Hannaford, Macquarie Bank Media Relations

+612 8232 5008
+612 8232 4102
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ASX/Media Release

MACQUARIE BANK EXPECTS RECORD HALF YEAR RESULT

MACQUARIE
BANK

Key points
¢ RECORD HALF YEAR PROFIT EXPECTED
+ CONTINUED GROWTH IN SPECIALIST FUNDS
« NO UNUSUAL TRADING EXPOSURES
+ FORMAL APRA APPROVAL RECEIVED FOR ESTABLISHMENT OF
MACQUARIE GROUP LIMITED

14 September 2007 — Macquarie Bank Limited (Macquarie) Managing Director and
Chief Executive Officer Allan Moss said today Macquarie's half year profit for the period
ending 30 September 2007 is expected to be up strongly on the profit of $A730 million
for the prior corresponding six-month period. This would be a record half year result.

Mr Moss noted that Macquarie's second quarter is also expected to be up on the
previous corresponding quarter and, as in most years, down on a very strong first
quarter to 30 June 2007.

Speaking at Macquarie's Operational Briefing to investors and analysts in Sydney today,
Mr Moss said; "We are conservatively capitalised with a Tier 1 capital ratio in excess of
15% and we are well-funded. All Groups are operating profitably, there are no unusual
provisions or write-downs, the businesses are diversified by product and geography and
we are continuing to grow staff numbers, which total approximately 11,000.” Mr Moss
added that Macquarie has slowed risk-weighted asset growth and that Group-level
managament and a central strategy unit has been tasked to identify opportunities in the

current environment,

In commenting on Macquarie’s trading exposures, Mr Moss said: “Our main business

focus is making returns by providing services to clients rather than by principal trading.”




Mr Moss said that Macquarie has:

no material exposures not already known to investors;

no problem trading exposures;

no material problem credit exposures;

no exposure to Structured Investment Vehicles (SIVs);

only modest holdings of AAA and AA rated CLOs and CDOs;
no material problems with debt underwritings;

no underwriting of leveraged loans;

very little underwriting of corporate loans;

only modest credit exposures to the hedge fund industry; and
a long-standing policy of granting very few standbys.

Mr Moss said that Macquarie's recent levels of held-for-sale assets on balance sheet

are at their lowest since late 2005.

Mr Moss noted that all business Groups are operating profitably and made the following

comments on the Groups’ operations:

In the Investment Banking Group, mergers and acquisitions (M&A) and equity
capital markets (ECM) pipelines are reasonable, There was very strong M&A
completion in the first quarter to June. ECM activity was lower than the first
quarter partly due to seasonal factors and there is a solid pipeline in Asia. It was
also noted that:
o the cash equities business achieved excellent volumes in Australia and
Asia;
o profitable asset sales are in progress; and
o there is continued growth in Investment Banking Funds and assets are
performing well.
The Equity Markets Group is benefiting from the current volatility and recorded
generally high trading volumes in Australia and Asia.
The Treasury and Commodities Group is benefiting from current volatility and
recorded increased volumes across most of its businesses except in Debt
Markets.
In the Real Estate Group, all major businesses continue to perform well, with
some profitable asset disposals completed. There was continued growth in Real
Estate Funds and assets are performing well. The Group is well positioned to




capitalise on counter-cyclical opportunities associated with stress in some
market sectors.

s The Financial Services Group experienced record retail broking volumes and
large first quarter inflows into its Macquarie Adviser Services products (Wrap
and Cash Management Trust} due to the superannuation reforms. There were
some s easonal outflows post 30 June as expected.

» The Funds Management Group achieved good fund performance relative to
banchmarks and its credit funds performed especially well relative to the market.

+ The Banking and Securitisation Group achieved record volumes in margin
lending but is expecting more subdued growth for the remainder of the year.
The credit card business was launched in April. Deposit volumes were well up.
Funding markets for mortgages are challenging but the mortgage business has
high quality assets.

Continued growth of specialist funds

Mr Moss said growth of the specialist funds continued: “The Investment Banking, Real
Estate and other specialist funds have undertaken successful capital raisings from
investors totalling $A12.4 billion from April to August this year and are currently
progressing further fund raisings. The funds have significant capital for investment,
including $A9.6 billion in the Investment Banking Funds and $A3.7 billion in the Real
Estate Funds and we are working to establish new funds across existing and new
markets."

Establishment of Macquarie Group Limited (MGL)

Macquarie Bank Deputy Managing Director Richard Sheppard also told the briefing that
the establishment of MGL as the Group's non-operating holding company (NOHC) is on
track. Mr Sheppard said that:

» Formal approval has been received from the Australian Prudential Regulation
Authority for Macquarie Group Limited to be authorised as a NOHC.

» All necessary private tax rulings and draft class rulings have been received.

» Provisional ratings have been received for the NOHC from Standard & Poor's
(A-), Moody's (A2) and Fitch (A). The ratings for Macquarie Bank Limited
following the restructure are expected to remain unchanged for S&P (A) and
Fitch (A+). Moody’s has advised that Macquarie Bank Limited is expected to be
rated A1 with a positive ratings outlook following the restructure.

» Definitive ratings will be applied upon establishment of the restructured
Macquarie Group.




e As previously disclosed, commitments have been obtained for a term bank
facility of $A8 billion from a syndicate of major international and Australian

banks.

Macquarie today released to Australian Securities Exchange (ASX) the Explanatory
Memorandum detailing the proposal for the establishment of MGL following an
Australian Federal Court hearing. The proposal remains subject to the approval of the
Federal Treasurer.

As previously advised, Mr Sheppard noted that meetings of shareholders and
optionholders of Macquarie are planned for 25 October.

Macquarie expects to announce its half year results on 13 November 2007.
Contacts:

Richard Nelson, Macquarie Bank Investor Relations +612 8232 5008
Paula Hannaford, Macquarie Bank Media Relations +612 8232 4102
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Company Announcements
The Australian Stock Exchange Limited

MACQUARIE
BANK

Section 259C Exemption Notice

Macquarie Life Limited, MQ Specialist Investment Management Limited and MQ
Portfolio Management Limited, wholly owned subsidiaries of Macquarie Bank
Limited (“Macquarie™), have been granted exemption from compliance with section
259C of the Corporations Act allowing them to invest in Macquarie shares.

The exemptions were granted by the Australian Securities and Investments
Commission and are subject to certain conditions. One of these conditions is that

Macquarie discloses the information below to Australian Stock Exchange Limited
on a fortnightly basis.

The percentage of Macquarie voting shares:

(a) in respect of which MQ Specialist Investment Management Limited
and MQ Portfolio Management Limited have the power to control
voting or disposal; and

{b) underlying derivatives held by MQ Specialist Investment
Management Limited and MQ Portfolio Management Limited,

as at 7 September 2007, was 0.044 %.
The percentage of Macquarie voting shares:

(@) in respect of which Macquarie Life Limited has the power to control
voting or dispasal; and

(b) underlying derivatives held by Macquarie Life Limited,

as at 7 September 2007, was 0.022 %.

Yours faithfully

Dennis Leong
Company Secretary
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11 September 2007

Company Announcements Office
Australian Stock Exchange Limited
20 Bridge Street

Sydney NSW 2000

Dear Sir/Madam

Macquarie Bank Limited - Issued Ordinary Capital and Options Update

Since the last notification to the ASX of the position at 31 July 2007, there
have been the following changes in the number of fully paid ordinary shares of
Macquarie Bank Limited on issue:

The following options have been exercised (converting into one fully paid
share per option):

118,802 options exercisable at $30.51 each and expiring on 1 August
2007 (MBLO118);

74,469 options exercisable at $30.51 cach and expiring on 30 August
2007 (MBLO124);

42,272 options exercisable at $30.51 each and expiring on 11 October
2007 (MBLO131);

5,000 options exercisable at $24.48 each and expiring on 28 October
2007 (MBLO138);

7,967 options exercisable at $30.51 each and expiring on 24 December
2007 (MBLQ142);

12,500 options exercisable at $31.54 each and expiring on 30 December
2007 (MBLO0144);

1,668 options exercisable at $20.57 each and expiring on 6 February
2008 (MBL0152);

2,334 options exercisable at $23.82 each and expiring on 5 March 2008
(MBLO161);

10,834 options exercisable at $25.82 each and expiring on 14 March
2008 (MBLO167),

MACQUARIE
BANK
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* 4,168 options exercisable at $25.68 each and expiring on 2 April 2008
(MBLO171);

o 1,668 options exercisable at $24.85 each and expiring on 7 May 2008
(MBLO0177);

e 1,668 options exercisable at $26.05 each and expiring on 31 July 2008
(MBL0192);

o 5,000 options exercisable at $26.21 each and expiring on 4 August 2008
(MBLO0194);

e 505,598 options exercisable at $28.74 each and expiring on 28 August
2008 (MBL0202);

e 76,838 options exercisable at $28.74 each and expiring on 24
September 2008 (MBL0207);

* 10,833 options exercisable at $30.26 each and expiring on 12 October
2008 (MBL0216),

» 4,500 options exercisable at $28.74 each and expiring on 30 October
2008 (MBL0222);

e 1,668 options exercisable at $26.84 each and expiring on 1 September

2008 (MBL0227),

e 4446 options exercisable at $24.85 each and expiring on 22 December
2008 (MBL0246);

¢ 2,900 options exercisable at $30.51 each and expiring on 1 August 2007
(MBL0251);

e 4,166 options exercisable at $36.71 each and expiring on 8 April 2009
(MBL0260);

e 1,666 options exercisable at $35.54 each and expiring on 22 April 2009
(MBLO0261);

¢ 10,833 options exercisable at $33.00 each and expiring on 24 May 2009
(MBL0263);

e 1,666 options exercisable at $33.58 each and expiring on & July 2009
(MBL0266);

e 105,798 options exercisable at $33.11 each and expiring on 22 July
2009 (MBL0267);

e 218,901 options exercisable at $32.75 each and expiring on 9 August
2009 (MBL0268);

» 273,374 options exercisable at $32.26 each and expiring on 23 August
2009 (MBL0269);

e 46,124 options exercisable at $34.60 each and expiring on 8 September
2009 (MBL0271);

s 34,764 options exercisable at $35.28 each and expiring on 22
September 2009 (MBL0272);

e 10,696 options exercisable at $36.99 each and expiring on 8 October

Page 2
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2009 (MBL0273);

* 6,666 options exercisable at $39.64 each and expiring on 22 October
2009 (MBL0274);

» 1,416 options exercisable at $40.81 each and expiring on § November
2009 (MBL0275);

» 7,432 options exercisable at $32.75 each and expiring on 8 November
2009 (MBL0276);

* 2,666 options exercisable at $41.72 each and expiring on 22 November
2009 (MBL0278);

e 2,666 options exercisable at $32.75 each and expiring on 22 November
2009 (MBL0279);

» 1,400 options exercisable at $44.88 each and expiring on 8 December
2009 (MBL0280);

* 3,332 options exercisable at $49.47 each and expiring on 8 February

2010 (MBL0289),

» 700 options exercisable at $49.16 each and expiring on 22 February
2010 (MBL0291);

e 4,711 options exercisable at $45.14 each and expiring on 22 April 2010
(MBL0295);

» 12,060 options exercisable at $54.24 each and expiring on 8 June 2010
(MBLO0300);

s 199,792 options exercisable at $63.34 each and expiring on 1 August
2010 (MBL0305),

s 1,666 options exercisable at $62.13 each and expiring on 8 August 2010
(MBLO0306);

e 833 options exercisable at $35.28 each and expiring on 22 September
2009 (MBL0312),

s 961 options exercisable at $32.26 each and expiring on 23 August 2009
(MBL0326);

e 2,500 options exercisable at $32.75 each and expiring on 9 August 2009
(MBL0332);and

e 22,263 options exercisable at $61.79 each and expiring on 1 August
2011 (MBL0339).

Thus, as at 31 August 2007 the number of issued fully paid ordinary $1.00
shares was 271,086,657.

During the period 1 August to 31 August 2007 (inclusive), the following new
options have been issued:

e 57,000 options exercisable at $73.86 cach and expiring on 8 August
2012 (MBL0378);
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e 10,450,024 options exercisable at $71.41 each and expiring on 15
August 2012 (MBL0379);

* 61,275 options exercisable at $71.41 each and expiring 22 August 2012
(MBL0380); and

* 71,000 options exercisable at $68.06 each and expiring on 22 August
2012 (MBLO381).

Also, in the notification to ASX on 14 August 2007 of the positions as at 31
July 2007 it was stated that the following new options had been issued:

e 88,000 options exercisable at $90.83 each and expiring on 23 July 2012
(MBL0377).

In fact, the following new options were issued:

» 84,000 options exercisable at $90.83 each and expiring on 23 July 2012
(MBLO0377).
During the period 1 August 2007 to 31 August 2007 (inclusive), the following
options have lapsed unexercised:

® 6,604 options exercisable at $33.11 each and expiring on 22 July 2009

(MBL0267);

* 7,902 options exercisable at $32.75 each and expiring on 9 August 2009
(MBLO0268};

* 4,836 options exercisable at $32.26 each and expiring on 23 August
2009 (MBL0269);

* 6,836 options exercisable at $34.60 each and expiring on 8 September
2009 (MBL0271),

e 5,000 options exercisable at $36.99 each and expiring on 8 October
2009 (MBL0273);

* 8,334 options exercisable at $45.14 each and expiring on 22 April 2010
(MBL0295);

* 57,653 options exercisable at $63.34 each and expiring on 1 August
2010 (MBL0305);

e 7,502 options exercisable at $62.13 each and expiring on 8 August 2010
(MBL0306);

* 3,334 options exercisable at $63.33 each and expiring on 22 August
2010 (MBLO0308);

* 4,000 options exercisable at $64.16 each and expiring on 24 October
2010 (MBLO318);

* 4,000 options exercisable at $63.09 each and expiring on 8 February
2011 (MBL0325),

* 4,000 options exercisable at $68.83 each and expiring on 24 April 2011
(MBLO0331);
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* 99,974 options exercisable at $61.79 each and expiring on 1 August
2011 (MBL0339);

* 11,000 options exercisable at $73.31 each and expiring on 8 November
2011 (MBL0353),

e 12,095 options exercisable at $71.41 each and expiring on 15 August
2012 (MBL0379).

Also, in the notification to ASX on 14 August 2007 of the positions as at 31
July 2007 it was stated that the following options had lapsed unexercised:

e 1,296 options exercisable at $28.74 each and expiring on 28 August
2008 (MBL0202); and

¢ 17,500 options exercisable at $65.72 each and expiring on 8 September
2010 (MBL0309).

In fact, the following options lapsed unexercised:
e 932 options exercisable at $28.74 each and expiring on 28 August 2008
(MBL0202) and

¢ 13,334 options exercisable at $65.72 each and expiring on 8 September
2010 (MBL0309).

The number of options on issue at 31 August 2007 was 39,831,964 all
exercisable into one share per option.

Yours faithfully

Michael Panikian
Agsistant Company Secretary
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Listing of Macquarie Bank Limited Options

As at 31 August 2007

MBL Exercise
Code Number Price Expiry Date
MBL0142 17,934 $30.51 24/12/2007
MBL0146 5,000 $26.45 02/01/2008
MBL0147 12,500 $31.56 03/01/2008
MBLO151 1,668 $23.48 24/01/2008
MBLO166 1,668 $21.23 13/03/2008
MBLO169 4,168 $25.23 24/03/2008
MBLO173 1,668 $25.94 23/04/2008
MBLO176 12,500 $24.67 06/05/2008
MBLO178 1,668 $24.40 08/05/2008
MBL0183 3,334 $24.22 23/05/2008
MBL0187 3,334 $24.98 14/07/2008
MBL0190 1,668 $24.49 27/07/2008
MBL0196 1,668 $28.99 20/08/2008
MBL0200 5,000 $29.00 26/08/2008
MBL0202 1,865,175 $28.74 28/08/2008
MBL0203 1,668 $29.46 16/09/2008
MBLO0204 1,668 $29.46 15/09/2008
MBL0O206 12,500 $28.74 26/09/2008
MBL0207 213,615 $28.74 24/09/2008
MBL0208 9,250 $24 .54 22/09/2008
MBL0209 4,004 $28.74 01/10/2008
MBL0212 5,000 $29.46 02/10/2008
MBL0214 1,668 $29.11 09/10/2008
MBL0216 10,834 $30.26 12/10/2008
MBLO218 1,668 $32.82 21/10/2008
MBL0219 1,668 $31.39 22/10/2008
MBL0220 1,668 $29.91 23/10/2008
MBL0221 5,000 $22.22 24/10/2008
MBL0222 8,334 $28.74 30/10/2008
MBL0223 1,668 $29.78 03/11/2008
MBLO224 12,500 $29.72 04/11/2008
MBL0225 2,750 $31.18 31/10/2008
MBL0226 1,668 $34.49 06/11/2008
MBL0228 4,168 $29.00 05/11/2008
MBL0229 4,168 $34.49 09/11/2008
MBL0231 1,668 $31.74 07/11/2008
MBL0233 4,168 $34.44 14/11/2008
MBLO234 4,168 $34.72 17/11/2008
MBL0235 5,000 $33.99 21/11/2008
MBL0237 5,000 $34.40 18/11/2008

AllTAVANVMIENT |
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Listing of Macquarie Bank Limited Options

As at 31 Auqust 2007

MBL Exercise
Code Number Price Expiry Date
rMBLO241 1,668 $21.66 14/12/2008
MBLO243 1,668 $34.60 12/12/2008
MBLD245 4,300 $28.74 2311212008
MBLO247 4,168 $34.78 08/01/2009
MBLO248 12,500 $34.78 08/01/2009
MBL024S 4,168 $33.95 2210112009
MBLO252 3,336 $33.45 09/02/2009
MBLO253 5,002 $33.45 09/02/2009
MBLO254 9,170 $33.45 09/02/2009
MBLOZ255 5,000 $32.48 09/02/2009
MBLO256 21,670 $33.76 08/03/2009
MBLO257 10,002 $34.67 22/03/2009
MBLO258 3,400 $24.62 08/03/2009
MBLO259 3,334 $24.58 09/03/2009
MBLO260 23,336 $36.71 08/04/2009
MBLO261 17,504 $35.54 22/04/2009
MBLO262 26,700 $34.66 10/05/2009
MBLO263 20,004 $33.00 24/05/2009
MBL0264 8,334 $33.84 08/06/2009
MBLO265 19,170 $34.27 22/06/2009
MBLO266 23,336 $33.58 08/07/2009
MBLO267 824,302 $33.11 22/07/2009
MBLO0268 1,744,741 $32.75 08/08/2009
MBLO269 1,419,929 $32.26 23/08/2009
MBLO270 1,668 $30.67 23/08/2009
MBL0271 483,719 $34.60 08/09/2009
MBLO272 98,610 $35.28 22/09/2009
MBLO273 136,412 $36.99 08/10/2009
MBLO274 60,002 $39.64 22/10/2009
MBLO275 57,889 $40.81 08/11/2009
MBL0276 68,870 $32.75 08/11/2009
MBLO277 11,667 $33.11 08/11/2009
MBL0278 33,853 $41.72 22/11/2008
MBL0279 92,238 $32.75 22/11/2009
MBL0280 40,400 $44.88 08/12/2009
MBL0281 4,900 $34.60 08/12/2009
MBLO282 13,334 $32.75 08/12/2009
MBL0283 35,834 $45.15 22/12/2009
MBL0284 8,334 $46.97 10/01/2010
MBLO285 18,334 $47.28 10/01/2010
MBLO286 5,000 $48.68 24/01/2010

AlTALVANMIENT |
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As at 31 August 2007

Listing of Macquarie Bank Limited Options

MBL Exercise
Code Number Price Expiry Date
1BLO287 1,333 $48.61 24/01/2010
1MBL0288 56,668 $49.31 08/02/2010
MBL0289 14,168 $49.47 08/02/2010
MBL0291 63,118 $49.16 22/02/2010
MBL0292 24,168 $49.51 08/03/2010
MBL0293 26,668 $49.57 22/03/2010
MBL0294 50,002 $47.82 08/04/2010
MBL0295 43,335 $45.14 22/04/2010
MBL0296 32,500 $49.31 08/04/2010
MBL0297 30,834 $45.89 09/05/2010
MBL0298 20,002 $49.18 23/05/2010
MBL0300 46,274 $54.24 08/06/2010
MBL0301 33,334 $58.02 22/06/2010
MBL0302 12,500 $49.18 22/06/2010
MBL0303 75,892 $60.41 08/07/2010
MBLO304 32,500 $63.42 22/07/2010
MBL0O305 7,819,341 $63.34 01/08/2010
MBLO306 23,332 $62.13 08/08/2010
MBLO307 31,750 $63.34 08/08/2010
MBLO308 61,666 $63.33 22/08/2010
MBL0309 79,166 $65.72 08/09/2010
MBLO310 9,327 $63.34 08/09/2010
MBL0312 2,501 $35.28 22/09/2009
MBL0313 30,500 $67.85 2210912010
MBL0314 680 $63.34 22/09/2010
MBL0315 3,334 $44.94 08/12/2009
MBL0316 13,000 $63.34 10/10/2010
MBL0O317 65,500 $70.56 10/10/2010
MBL0318 44,000 $64.16 24/10/2010
MBL0319 54,000 $66.92 08/11/2010
MBL0320 57,500 $70.60 22/11/2010
MBLO321 73,500 $68.24 08/12/2010
MBL0322 25,000 $68.36 22/12/2010
MBL0323 28,500 $67.85 09/01/2011
MBL0324 42,000 $70.47 23/01/2011
MBL0325 82,000 $63.09 08/02/2011
MBL0327 25,000 $61.33 22102/2011
MBL0328 61,000 $60.35 08/03/2011
MBL0329 27,000 $61.91 22/03/2011
MBL0330 76,900 $68.01 10/04/2011
MBL0331 35,000 $68.83 24/04/2011

Al
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As at 31 Auqust 2007

Listing of Macquarie Bank Limited Options

MBL Exercise
Code Number Price Expiry Date
MBLO332 2,500 $32.75 09/08/2009
MBL0O333 87,000 $70.21 08/05/2011
MBL0334 19,000 $66.83 22/05/2011
MBL0335 28,000 $65.12 08/06/2011
MBL0336 75,000 $65.95 22/06/2011
MBL0337 21,310 $68.03 10/07/2011
MBL0338 38,000 $62.75 22/07/2011
MBL0339 9,846,563 $61.79 01/08/2011
MBLO340 26,500 $61.79 08/08/2011
MBLO341 74,400 $60.99 08/08/2011
MBL0342 18,670 $61.79 22/08/2011
MBL0343 92,000 $61.03 22/08/2011
MBL0344 4,000 $61.79 08/09/2011
MBL0345 190,000 $64.43 08/09/2011
MBL0346 2,000 $61.79 22/09/2011
MBLO347 39,000 $65.96 22/09/2011
MBLO348 5,925 $61.79 09/10/2011
MBL0349 112,000 $69.47 09/10/2011
MBLO350 4,000 $64.43 09/10/2011
MBL0351 11,000 $64.43 23/10/2011
MBL0352 38,000 $72.17 23/10/2011
MBL0353 69,000 $73.31 08/11/2011
MBL0354 35,390 $73.31 20/11/2011
MBL0355 20,000 $74.11 22/11/2011
MBL0356 34,000 $71.92 08/12/2011
MBL0357 57,200 $75.57 22/12/2011
MBL0358 68,000 $78.24 08/01/2012
MBL0359 76,000 $79.33 22/01/2012
MBL0360 51,000 $82.57 08/02/2012
MBL0361 12,000 $83.55 22/02/2012
MBL0362 35,000 $80.01 08/03/2012
MBL0363 98,000 $80.04 22/03/2012
MBL0364 4,000 $60.99 22/03/2012
MBL0365 12,500 $47.82 23/05/2010
MBL0366 75,000 $85.30 10/04/2012
MBLO0367 280,179 $87.73 23/04/2012
MBL0368 5,000 $60.41 08/07/2010
MBL0369 5,000 $63.42 22/07/2010
MBLO0370 4,000 $70.60 22/11/2010
MBLO0371 117,000 $89.76 08/05/2012
MBL0372 120,000 $94.48 22/05/2012
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As at 31 August 2007

Listing of Macquarie Bank Limited Options

MBL Exercise

Code Number Price Expiry Date
MBL0373 4,000 $80.04 08/06/2012
MBLO374 68,600 $87.77 08/06/2012
MBLO375 42,000 $91.30 22/06/2012
MBLO376 106,000 $87.18 09/07/2012
MBLO377 84,000 $90.83 23/07/2012
MBL0378 57,000 $73.86 08/08/2012
MBL0379 10,437,929 $71.41 15/08/2012
MBLO380 61,275 $71.41 22/08/2012
MBL0381 71,000 $68.06 22/08/2012

39,831,964
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Appeiiuid 2D

[ Macquarie Dans LTS, [
New [ssue announcement

File Number: 82-34 74U

Appendix 3B

AhhRule 2.7, 3.10.3, 3.10.4, 3.10.5

New issue announcement,

and agreement

Information or documents not available now must be given 10 ASX as soon as available. Information and
documents given 10 ASX become ASX's property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002, 17172003, 24/10/2005.

Name of entity
IMACQUARIE BANK LIMITED

ABN
16 008 583 542

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attuch sheets if there is not enough spuce).

1 *Class of *securities issued or to be | Fully Paid Ordinary Shares
issued

2 Number of *securities issued or to | 1,688,033
be issued (if known) or maximum
number which may be issued

3 Principal terms of the *securities | As per other fully paid ordinary shares already
(eg, if options, exercise price and | quoted.
expiry date; if partly paid
*securities, the amount outstanding
and due dates for payment; if
*convertible securities, the
conversion price and dates for
conversion)

+ See chapter 19 for defined terms.
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4 Do the *securities rank equally in all | Yes
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

s the date from which they do

* the extent to which they
participate for the next dividend,
(in the case of a trust
distribution) or interest payment

s the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

5  Issue price or consideration

4,166 @ $26.51
7,500 @ $30.51
1,433 @ $32.75
1,674,934 @ $70.23

6  Purpose of the issue

(If issued as consideration for the | 13,099 shares were issued on exercise of
acquisitiﬂn Of aSSE‘tS, Clearly ldentlfy cmployee options
those assets)

1,674,934 shares were issued under the
Dividend Reinvestment Plan for the ordinary
interim dividend paid on 15/12/06.

7 Dates of entering *securities into
uncertificated heldings or despatch | 1,688,033 on 15/12/06
of certificates

-+ See chapter 19 for defined terms.
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10

Number and ‘“*class of all
*securitiecs quoted on ASX
(including the securities in clause
2 if applicable)

Number and “class of all
*securities not quoted on ASX
(including the securities in clause
2 if applicable)

Dividend policy (in the case of a
trust, distribution policy) on the

Number *Class

253,108,866 Fully Paid Ordinary
Shares

4,000,000 Macquarie Income
Securities (MBLHB)

Number *Class

35,079,371 Options over Ordinary
Shares at various
exercise prices

350,000 Non-cumulative

Redeemable
Preference Shares

increased capital (interests)

Shares rank pari passu
paid ordinary shares.

with all existing fully

Part 2 - Bonus issue or pro rata issue

1

12

13

14

15

16

17

Is security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

+ See chapter 19 for defined terms.
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18

19

20

21

22

23

24

25

26

27

28

29

30

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

Note: Security holders must be told how their
entitlements are to be dealt with,

Cross reference: rule 7.7,

Closing date for receipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances of renunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitted

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to opticn
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in fidl through a

+ See chapter 19 for defined terms.
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broker? I l

31 How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

32  How do *security holders dispose
of their entitlements {except by sale
through a broker)?

33 *Despatch date

Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

34 Type of securities

(tick one)
(a) Securities described in Part 1
{b) All other securities

Example: restricted securities at the end of the escrowed period, partly paid securities that become fully paid, employet:
incentive share securities when restriction ends, securities issued on expiry or conversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick to indicate you are providing the information or

documents

35 If the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 If the *securities are *equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 A copy of any trust deed for the additional *securities

Entities that have ticked box 34(b)

+ See chapter 19 for defined terms.
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38
! 39
\

40

41

42

Number of securities for which
*quotation is sought

Class of *securities for which
quotation is sought

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

¢ the date from which they do

e the extent to which they
participate for the next dividend,
{(in the case of a trust,
distribution) or interest payment

s the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricted securities, end of
restriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

Number

+Class

+ See chapter 19 for defined terms.
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Quotation agreement

1 *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

o An offer of the *securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate wamanties from subscribers for the securities in order 10 be able to give
this warranty

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of

the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Signhere: Date: 15 December 2006
(Assistant Company Secretary)

Print name: Michael Panikian

+ See chapter 19 for defined terms.
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MEMORANDUM

Document furnished to United States
Securities and Exchange Commission by
Macquarie Bank Limited.

File Number: 82-34740

MACQUARIE BANK LIMITED

PROPOSAL TO RESTRUCTURE THE MACQUARIE GROUP

WHICH|WILL RESULT IN A NEW NON-OPERATING HOLDING

COMPANY MACQUARIE GROUP LIMITED BECOMING THE ,
ULTIMATE LISTED PARENT ENTITY OF THE GROUP Mo

A

'-YOLfJ"DmECT@HS NANEUSS? RIECCMIVIEND THAT YOU YOTE [N O OF THE AESTALCTUE.
e EWNDEPENDEN G 38 CONOLUSED T4 THE AROIROSED AN w@mgmm 3EST

g a\t and requires your immediaie atteniion.

Bt you shou o, you should consult your investment or other professional adviser.
CN QUEgE3 542
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If the restructure proceeds:

e The Macquarie Group will restructure into a non-operating holding company
structure, with a new ASX-listed parent, Macquarie Group Limited

¢ Shareholders (except for Ineligible Foreign Shareholders) will receive one
Macquarie Group Limited share in exchange for each Macquarie Bank
Limited share

¢ Optionholders will receive one Macquarie Group Limited option in exchange for
each Macquarie Bank Limited option

* There will not be a taxable event for most Shareholders and most Optionholders




KEY DATES

Chon

Aliatgst time for lodgament of proxies 8.00pm, 23 October 2007

_Date and tima for determining eligibility to vote at the Meetings 7.00pm, 23 October 2007

_Share Scheme Meeting 3.00pm, 25 Cctlober 2007
General Meeting After the Share Scheme Mesting but not

before 3.30pm, 25 October 2007

Option Scheme Meeting Alter the General Meeting but not befors
- 4.00pm, 25 October 2007

~Second Court Hearing 29 October 2007

_V_La‘st day for rading MBL Shares 2 Novernber 2007

_g)ommencemem of trading MGL Shares {on a deferred settlernent basis) 5 November 2007

__R?cord Date 7.00pm, 12 November 2007
Irnplementation Date 13 November 2007

This timetable is indicative only and MBL has the right to vary these times and dates and will announce any
variations 10 ASX. Certain times and dates and the occurrence of certain events are conditional on MBL
gacurityholder, regulaiory or Court approval.

IF YOU HAVE ANY QUESTIONS

Macquarie Restructure Information Line

Australia New Zealand us UK Other countries
1300 554 096 0800 442 089 866 499 0754 0800 694 0471 +61 39415 4618

Macquarie Restructure Information Website

waw.macquarie.com.ay/restructure
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CHAIRMAN’S LETTER

Dear MBL securityholders

Macquarie’'s proposal to Restructure

| am pleased to write to you regarding a proposal by Macquarie Bank Limited (MBL) to restructure the
Macguarie Group inte a non-operating holding company (NOHC') structure containing separaie hanking and
non-banking groups. The new NOHC and ultimate parent of the Macguarie Group, Macquarie Group Limitad
{'MGL), will be listed on the Australian Stock Exchange ('ASX).

Implications for Shareholders and Optionholders

If the propcssc Restructure is approved, you will receive MGL Shares and MGL Options in exchange for your
existing MBL Shares and MBL Options on a ong-for-ong basis. This is expected to occur on 13 Novembe”
2007. The Restructure will not result in a taxable event for most Shareholders and most Opticnholders.

Reason for proposed Restructure

The proposed Restructure is intended to position the Macquarie Group to continue to pursue the strategies
which have been responsidle for its sirong growth, whilst at the same time assist it in meeting its obligations to
the Australian Prudential Regulation Authority ((APRA"). We expect that the restructured Macquarie Group wil
have greater flexibility to adapt to future businass, market and regulatery changes than is currently the case.

Much of the Macguarie Group's growth in recent years has been generated by its offshore expansion and by
diversification, especially in activities ihat are not traditionalty banking. These activities now represent a
substantial proportion of the group's business mix. Under its current corporate structure, the Macquarie Group's
parent entity, MBL, is regulated as an Australian bank by APRA. However, as not all of its activities are trad tional
banking in nature, they are therefore not always readily accommodated by APRA’s banking rules. In particLlar,
APRA's rules restrict & bank's exposures to certain subsidiaries, such as those undertaking stockbroking,
invesiment banking funds management and principal investing aciivities. This will act to constrain MBL's fuure
growth as the group is currently structured. MBL curently operates under a cap granted by APRA on such
exposures, which is greater than the nommal regulatory limit, and MBL has committed to seeking a solution that
enables it to operate within the normal APRA limit in future,

Effect of the Restructure on Macquarie
The Board considers the proposed Restruciure to be the most appropriate solution of the alternatives available.
It will result in many of MBL's non-banking activities transferring to a new Nen-Banking Group under MGL.

Following the Restructure, MGL, as a NOHC, will be a regulaied entity for APRA’s purposas. The Banking Group
will continue 1o be subject to the full suite of APRA's banking regulations. The Non-Banking Group will be largely
unregulated by APRA. [n all other malerial respects, the Macquarie Group will continue to be subject to the
oversight of its other regulators worldwide. The Macguarie Group's fim-wide risk management framewaork will
continue 1o apply across the entire restruciured group.

The restructured Macquarie Group will have a struciure similar to that used by a significant number of majcr
financial institutions globally, including those Macquarie considers io be its peers and competitors.

If the Resiructure is approved, the key factors that have led o the success of the Macquarie Group will be
largely unchanged, including its business model, culture, senior management team and business approach. In
addition, the existing dividend policy will be maintained. There is not expected 1o be any retum of capital to
investors as a result of the Restructure.

This Explanatory Memcrandum contains a detailed discussion of the potential beneiits, disadvantages and risks
of the proposed Restructura. In addition, discussion of the implications of the proposed Restructure not
proceeding and altermatives considered by the Board are also provided.
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Independent Expert's conclusion and Board's recommendation

The Board has engaged KPMG as Independent Expert to issue a report that is attached to this Explanatory
Memorandum as Section 6. KPMG has concluded that the proposed transaction is in the best interesis of MBL
shareholders and in the best interests of Optionholders.

The Board has concluded that the proposed transaction is in the best interests of MBL Shareholders and in the
best interests of Optionholders and unanimously recommends that you vote in favour of each resclution.

Further information
If you have any questions, please call the Macquane Restructure Iniormation Line or visit the Macquare
Restructure Information Website. Details of each are on page .

Yours sincergly

e

—

Davig S Clarke
Chairman

v I EXPLANATORY MEMORANDUM




CONTENTS

KEY DATES

IF YOU HAVE ANY QUESTIONS
CHAIRMAN'
AT A GLANCE/SUMMARY OF PROPOSED TRANSACTION
IMPORTANT NOTICES
1 DETAILS OF THE RESTRUCTURE
BENEFITS, DISADVANTAGES AND RISKS
MACQUARIE GROUP AFTER THE RESTRUCTURE

INFOR

o 0w ~N O G B~ W N

APPENDIX A - SHARE SCHEME
APPENDIX B ~ OPTION SCHEME
APPENDIX C - PARTICULARS OF ASX ANNOUNCEMENTS
APPENDIX D - APRA NOHC AUTHORITY
APPENDIX E — NOTICES OF MEETING

GLOSSARY

FINANCIAL INFORMATION
INVESTIGATING ACCOUNTANT’S REPORT
INDEPENDENT EXPERT’'S REPORT
TAXATION IMPLICATIONS FOR SHAREHOLDERS

ADDITIONAL INFORMATION

SLETTER oooeeoee oot

MATION FOR OPTIONHOLDERS ............ccccee.

............................................................................

EXPLANATORY MEMCRANDOUM




AT A GLANCE/SUMMARY OF PROPOSED
TRANSACTION

WHAT IS THIS DOCUMENT?

This Explanatory Memorandum is the explanatory statement raquired by Part 5.1 of the Corporations Act in
relation to the Share Scheme and the Option Scheme and the statement required by section 256C(4) of the
Cerporations Act in relation to the Capital Reduction. It sets cut the legal mechanics of the Restucture,
implications for Shareholders, Optionholders and the business, an Investigating Accountant's Report by
PricawaterhousaCoopers Securiiies Limited and an Independsnt Expert's Report by KPMG.

WHAT IS THE RESTRUCTURE?

Macquarie Barnk Limited (‘MBL') intends to implement a Restructure of the Macquarie Group under which a new
listed non-operating holcing company {NOHC'), named Macquarie Group Limited (MGL), will be established as
the ultimate parent of the Macquarie Group (alsc called ‘Macqguarie'). The Macguarie Group will in turn comprise
two separate sub-groups, a Banking Group and a Non-Banking Group.

e MGL will be listed on ASX. Sharegholders and Optionhoiders, with the exception of Ingligitle Foreign
Shareholders, will raceive the same number of MGL Shares and Cpiions in exchange for their curment MBL
Shares and Options (i.e. Shares and Options will be exchanged on a one-for-one basis respectively).
Ineligible Foreign Shareholders wil participate in the Foreign Sale Facility and receive the proceeds (see
Section 1.7),

» Macquarie's existing dividend policy will be maintained.

Overview of the Macquarie Group's corporate structure before and after the Restructure:

Corporate structure before Restructure Corporate structure after Restructure

Shareholders Shareholders
it (T acteaSlGredey
jimited] Leantlies!
I Banking Group I Non-Banking Group
r e o s S ;
" . ) 1 EEmtaitiny ol Vo] RtmGnt isiklig | !
[Bankirglantitias) [NORSbankinglentities] ! SRRy E ! GHTASETY i
] 1
! Vo :
! "o '
E Ve I '
| MESEBEERD gt amies | |
1 [im ted! [ 1
1 i) M 1
! 0l i
1 : 1 :
! 1 Ir 1
1 b 1
i EEndaTg s b !
' N !
] I 1

Tne Banking Group will initially comprise the businesses of the Banking and Securitisation Group, Equity
Markets Group (except for certain activities), Financial Services Group, Funds Management Group, Real Estate
Group and the Treasury and Commodities Group {except for certain activities). The relevant entities will be held
by MBL, which in tum will ke held by a banking holding company.
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Initially, the Non-Banking Group will comprise most of the businesses of the Investment Banking Group, Certain
activities from the Equity Markets Group and the Treasury and Commodities Group will also be transferred to the
Non-Banking Group. The relevant non-banking entities will be held under a non-banking holding company.

The inittal composition of business activities within the Banking and Non-Banking Groups following the
Restructure reflects the Board's destire tc achieve the key objectives, discussad below, while minimising
disruptive effects cn the factors that have contributed to the Macquarie Group's success. These factors include
its senior management and staff, commitment to clients and markets, culiure and entreprensurial energy,
disciplined and selective expansion, and risk management.

The desire to minimise disruptive effects has resulied in keeping, where possible, Macgquarie’s business groups
intact upon Restructure. As a result, the Banking Group will initially continue to have certain non-banking
aclivities,

Fallowing the Restructurs, Macguarie will continue to monitor and review the structure and composition ¢f the
Banking and Non-Banking Groups, and may make future changes in light of factors including business growth,
regulatory considerations, market developments and counterparty considerations,

The Board and Executive Committee responsidle for the overall governance of the Macquarie Group will remain
unchanged from that of MBL currently. Following the Restructure, MBL will also have its own govermnance
structure, with a board and executive commitiee responsible for focusing exclusively on bank-specific issues.
No material impact is anticipated for either senior management or employees as a result of the Restructure.

The Macquarie Group's existing risk management framework will continue to apply across the whole group
following the Restructure.

The Board does not consider the overalt group's risk profile will change as a result of the Restructure, This is
primarily because the underlying businesses will remain fargely unchanged and MGL's Board and senior
managament will remain the same as MBL currently, and they will continue 1o apply the existing strategy and risk
management framework as MBL curenily. As a result, MBL does not anticipate that the Restructure will affect
the decisions that are made about the conduct of the underlying businesses.

{Detalls of Macquarie’s risk managemeni framework are in Section 3.2b).)

WHAT IS THE PURPOSE OF THE RESTRUCTURE?

The Restruciure is intended to address two key cbjectives simultanecusly:

a) position the Macquarie Group te continue to pursue the strategies that have been responsible for ite strong
growth; and

b} assist ihe Macquarie Group in meeting its obligations to the Australian Prudential Regulation Authority
('APRA.

Macguarie has transformed from an Australian institution growing internationally into a global institution

headquartered in Australia with more than 60 offices in 24 countries.

its strong growth and diversification, particularly in recent times, is reflected in a comparison of the 2007 iinancial
year results with those of five years agoe (2002). For example;

»  profit after tax of A$1.46 hillion — 485% higher;
+  assels under management of A3187 billion — 377% higher;

= geographic mix of income (excluding eamings on capital) - intemational activities contributed 55%
compared to 26%; and

* iniemational staff nurmbers - 426% higher.

Macqguarie's growth has been driven in large part by its offshore expansicn and diversification, in paricular by
those activities generally not considered as traditional banking in nature. A substantial proportion of MBL's
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business mix is now of this nature, examples including stockbroking, investment banking funds managsment
and principal investment activities. Macquarie's Investmeant Banking Group (1BG'), which has many of these non-
banking businesses, contributed 58% of the Macquarie Group's overall pedomance in the 2007 financial year,

Under Macquarie’s current corporate structure, the parent entity, MBL, is regulated as an Australan bank by
APRA and all of its activities are regulated under APRA's banking rules. However, not ali of these activities are
traditional banking in nature, and are therefore not always readily accommodated within APRA's banking
regulations. In particular, there is a restriction on a bank’s exposures to certain types of subsidiaries. Given
Macguarie's existing structure and the nature of its growth, this APRA resiriction will act io constrain Macquarie's
future growth. (This is discussed further in Section 1.1h) and also in Sections 2.2 and 8.2 of the Independent
Expert's Report.) Currently, Macquarie operates under a cap from APRA on such exposures, which is greater
than the normal regulatary limit. MBL has committed 1o seeking a solution that enables it to operate within the
nermal APRA limit in futurs.

The proposed Restruciure will resutt in the transfer of a substantial part of MBL's non-banking activities to the
new Non-Banking Group under MGL. Initially, mosi of IBG will be transferred as it has many of those business
activities that will be constrained by APRA’s restriction. In addition, certain activities of the Equity Markets Group
and the Treasury and Commodities Group which are generally undertaken within regulated entities that will form
part of the Non-Banking Group will also be transferred.

The new structure will provide Macquare with more flexibifity to continue pursuing those strategies that have
resulted in its strong growth. By better aligning Macaquarie's diverse activities with APRA's regulatory framework,
the new structure will alsc assist Macguarie in meeting its obligations under APRA's banking regulations. (This is
discussed further in Section 1.1b) and also in Sections 2.2 and 8.2 of the Independent Expeait's Report.)

Over time, the Board and management have implemented a range of initiatives to facilitate the continuation of
Macquarie's growih, including selective acquisitions, joint ventures and alliances in international markets, and the
recent application for a banking licence in the United Kingdom. In this regard, the Restructure represents
another step in the ongoing evalution of the Macquarie Group. Following ihe Resiructure, the Macquarie Group
will have a comporate structure similar to that used by a number of its peers and competitors, in that the ultimate
parent company will not be prudentially regulated as a bank.

WHAT APRA PRUDENTIAL REGULATIONS APPLY TO THE RESTRUCTURED
GROUP?

Upon Restructure, the Macquarie Group will be regulated by APRA as follows:

» MGL - authorised as a NOHC, and will be a regulated entity for APRA purposes. MGL will be subject to
fewer regulations (by virtue of its limited activities) and less intensive supervision LDy APRA than if it were a
bank. APRA is still developing the prudential siandards that will apply to NOHCs. However, APRA and
Macquarie have agreed a prudential framework, including the capital adequacy framework, that will apply in
the interim. Apart from this, no other prudential stancard will apply unless expressly stated within that
prudeniial standard;

» Banking Group — continues to be subject to the full range of APRA banking regulations; and

»  Non-Banking Group - other than certain badging and disclaimer reguirements, no prudential standard will
apply unless expressly stated within that prudential standard.

APRA's primary supervisory focus afier the Restructure will be on MBL and its subsidiaries. However, APRA has
advised Macquarie that it will monitor the overall Macquarie Group and may increase the prudential requirements
it applies to MBL and the Banking Group if the conduct of the Macqguarie Group as a whole places financial
strain cn MBL.

The Macquarie Group's existing risk management framewaork will continue to apply across the whole group
fallowing the Restructure.
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In all other material respecis, the Macquarie Group overall will continue 10 be subject to oversighi by
approximately 180 prudential and non-prudential regulators worldwide, including ASIC and ASX in Austraia,

Section 3.7 contains more details of the applicable APRA regulations.

WHAT ARE THE BENEFITS, DISADVANTAGES AND RISKS OF THE
RESTRUCTURE?

Macguarie expects the proposad Restructure to result in the following benefits, disadvantages and risks {see
Section 2 for more details);

Bensfits
e Assist Macquarie in continuing to pursue the strategies that have been delivering strong growth and
diversification.

»  More appropriately align Macquarie's diverse business activities with APRA’s regulatory framework,

* Maintain Macquarie's proven husiness model, culture, senior management team and business approach.

Disadvantages
» One-off costs associated with the Restructure, although these are not considered to be material.

*  Additional ongeing costs associated with the Restructure, although these are not considerad to be material.
* Delayin the 2007/2008 interim dividend by approximatety six waeks.

Risks

» Some investors and/or market observers may consider the risk profile of the Macquarie Group will increase
as a result of the Restructure because MGL and the Non-Banking Group will have lower credit ratings and
less intense AFRA regulation than MBL.

s APRAis devsloping the final prudential standards for the supervision of NOHCs that own banks, and they
may differ from Macguarie's current expectations.

+ The incidental changes to Macquarie’s cperating meds! necessary as a result of the Restruciure may not
cperate as expected.

¢ Unexpected market developments may affect the refinancing of the transitional funding arrangements; from
MBL to MGL.

* impiementation of the Restructure may not occur as planned for unexpected reasons, such as required
third party consents and offshore regulatory approvals not being received,

¢ Until such time that amended accounting rules take effect, certain circumstances in the fulure may reduce
Macquarie's capacity to frank dividends.

+ Macquane has received a draft ATO class ruling which confirms the Australian income tax consequencas of
the Share Scheme for certain Australian resident shareholders, but it is not yet finalised.

WHAT IF THE RESTRUCTURE DOES NOT PROCEED?

If the Restruciure does not proceed, the Board considers ihat the Macquarie Group will:

+ pursue an alternative solution, albeit one that may be less effective than the proposed Restructure;
s face constraints on its strategy and growth;

e operate at a competitive disadvantage to its peers; and

» have less strategic and operational flexibility.

See Section 2 for more details.
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WHAT WILL SHAREHOLDERS AND OPTIONHOLDERS RECEIVE?

If the Restructure proceeds:

s Shareholders - will have their existing MBL Shares transferred to MGL and exchanged by MCL for new
MGL Sharas on a ocne-for-one basis;

s  Optionholders - will have their MBL Options cancelled and new MGL Options will be issued on the same
terms on a one-for-one basis;

» Ineligible Foreign Shareholders - certain rastricticns in foreign countries make it impractical or unlawful to
offer or receive MGL Shares in those countries therefore neligible Foreign Shareholders are not able to
naricipate in the Share Scheme. A Foreign Sale Facility has been established instead (see Section 1.7).

WHAT ARE THE TAX IMPLICATIONS FOR SHAREHOLDERS AND
OPTIONHOLDERS?

All Shareholders and Optionholders should seek independent professional advice on the consequences of
participating in the Schemes based on their particular circumstances. Sections 7 and 8 contain more details of
the tax implications of the Restructure for Shareholders and Optionholders.

In summary, for most Shareholders, there will be no taxable gain or loss as a result of their participation in the
Scheme. Most Australian Shareholders will obtain Australian tax roll-over relief as a result of their participation in
the Scheme. For Shareholders in the US and UK, there will ganerally be no tax either in Australia or in the local
jurisdiction provided all the requirements noted in Section 7 are met. Most Australian Optionholders will be
entitted to Ausiralian tax rollover relief as a result of their padicipation in the Scheme.

Compensation for Optionholders

If the Restruciure proceeds and an Qptionholder suffers a tax detriment as a direct conseguence of the Option
Scheme, that Optionholder will receive, under the temms of the Option Scheme, compensation for pemmanerit
losses and a loan for timing differences. Any compensation is expected to be confined to a small number of
Optionholders. In aggregate, the associated costs are not expected to be material,

(See Section 2.3 for mare datalls on expected costs.)

HOW WILL THE RESTRUCTURE BE IMPLEMENTED?

The Restructure will be implemented by Court approved schemes of arrangement with Sharehoicers and
Optionholders.,

A scheme of arrangement is a method for restructuring @ company. It involves the company putting forward a
proposal that, by law, binds the company’s shareholders/optionholders and the company to a rearangement of
their rights and obligations.

Before a scheme of arrangemeant can come into effect, it must be approved by the shareholders/optionholdars
of the company at a meeting and be approved by the Court afier the meeting. Once a scheme has been
approved by shareholders/optionholders and the Court it binds all shareholders/optionholders including those
who voted against the scheme and those who did not vote.

WHAT IS THE PURPOSE OF THE CAPITAL REDUCTION?

The Restructure involves MBL making a Capital Reduction. The funds received by MGL as a result of the Capital
Reduction will be used to strengthen the capital base of MGL and to finance the acguisition by the Non-Barnking
Group of assats and businesses from MBL. The Capital Reduction will not involve any payment 1o investors as it
will occur after the implementation of the Schemes when MBL is 2 wholly owned subsidiary of MGL.
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WHAT APPROVALS ARE REQUIRED?
The Restructure will require approvals by both:
=  Shareholders

- The Share Scheme musi be approved at the Share Scheme Meeting by a majority in number of
Shareholders voting (either in person or by proxyl, and by at least 75% of the votes cast on the Share
Scheme Resolution.

~  The Capital Reduction must be approved at the General Meeting by a majority of the votes cast on ihe
Capital Reduction Resolution.

« Optionholders - The Option Scheme must be approved at the Option Scheme Meeting by a majorily in
number of Optionholders voting (sither in persen or by proxy), representing at least 75% of the valug of the
MBL Options for which votes are cast on the Option Scheme Resolution. All Options on issue have been
granted pursuant 1o the Macquarie Bank Employee Share Option Plan,

¢ The Court.

WHERE AND WHEN WILL THE MEETINGS BE HELD?

All meetings will be held in the Grand Ballroom at The Westin Sydney, Lower Level, No. 1 Martin Place, Sydnay,
New South Wales.

» The Share Scheme Meeting will start at 3.00pm on 25 October 2007.
» The General Mesting will start following the Share Scheme Meeting, but no earlier than 3.30pm.
« The Option Scheme Meeting will start following the General Meeting, but no eariier than 4.00pm.

The notices of meeting for the Share Scheme and Option Scherme Meetings are in Appandix E.

WHO IS ENTITLED TO VOTE?

You will be entitled to attend and vote at the Share Scheme Mesting if you are a registered Sharehoicer at
7.00pm on 23 Qctober 2007,

You will be entitled to attend and vote at the General Meeting if you are a registered Shareholder or a MIS
Holder at 7.00pm on 23 October 2007,

You will be entitled to attend and vote at the Option Scheme Meeting if you are an Optionholder at 7.00pm on
23 Octobar 2C07.

SHOULD YOU VOTE?

You do not have to vote, but the Directors strongly believe that the Restructure is a matter of importance 1o all
Sharehclders and Optionholders. The Direciors therefore urgs you 1o vote,

Even if you do not vote, or if you vote against the Restructure and it proceeds, your MBL Shares and Options
will be replaced by MGL Shares and Options on a cne-for-one basis {unless you are an Ineligible Foreign
Shareholder).

HOW CAN YOU VOTE ON THE RESTRUCTURE?

If you are enlitled to vote, you may either attend the Meetings in person or appoint one or two people as proxies
to attend and vote on your behalf. A proxy form is included with this Explanatory Memorandum.
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If you wish to appoint a praxy, you should complete proxy form(s) as follows:

«  Shareholders — complete the white proxy form for the Share Scheme Meeting and the green proxy form for
the General Meeting;

« Optionholders — complets the blue proxy form; and
+« MIS Holders - complete the yellow proxy form.,

You can send your completed proxy form;

By mail
To the Registry, using the enclosed reply paid envelope ar by posting it io:

Computershare Investor Services Pty Limited
GPO Box 242
Melbourne, VIC 3001

Electronicaily

Shareholders: access MBL's Shareholder registry webpage at www.computershare.com/au/proxy/mbl. To use
this facility, you need your Securityhclder Reference Nurmber (SRN}) or your Holder Identification Number (HIN;
and postcode, as shown on your proxy form. You will be taken to have signed the proxy form if you lodge it in
accordance with the instructions on the website.

MIS Holders: access www.computershare.com/au/proxy/mbli. To use this facility, you need your Securityholder
Reference Numbar (SBN} or your Holder Identification Number (HIN) and postcode, as shown on your proxy
form. You will be taken o have signed the proxy form if you lodge it in accordance with the instructions on the
website,

Optionholders: access MBL's Optionholder webpage at www.computershare.com/au/proxy/mblo. To use this
facility, you need your Optionholder Reference Number and postcode, as shown on your proxy form. You wil
be taken to have signed the proxy form if you lodge it in accordance with the instructions on the website.
Alternatively, you can returmn your signed proxy form vig email to

magcguarieoptions. proxies@cormputershare.com.au,

By facsimile
To the Registry:
+61 394732118

By personal delivery
To the Registry;

Comptitershare Investor Services Py Limited
Level 2, 60 Camington Street
Sydney NSW 2000

To MBL’s registered office:

Level 3, 25 National Circuit
Forrest ACT 2603

To appoint a proxy, make sure your complated proxy form and any necessary supporting documents are
received by 6.00pm on 23 October 2007.
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IMPORTANT NOTICES

This section sets cut tha regulatory statements required to be included in the Explanatory Memorandurm.

This Explanatory Memorandum is dated 13 September 2007,

DEFINED TERMS

Capitalised terms used in this Explanatory Memorandum are defined in the glossary at the and of this
document,

REGULATORY INFORMATION

A draft copy of this Explanatcry Memaorandum has been provided to ASIC. ASIC has been requesiad to provide
a statement in accordance with section 411(17)(o} of the Corporations Act that ASIC has no objection to the
Share Scheme and Option Scheme. If ASIC providas that staternent it will be produced to the Court at tre
Second Court Hearing.

A final copy of this Explanatory Memorandum has been provided to ASX. The fact ihat ASX may admit M3L o
the ofiicial list of ASX is not to be taken in any way as an indication by ASX of the merits of MGL, the Resucture
or the Macquarie Group.

None of ASIC. ASX and their respective ofiicers takes any responsibility for the contents of this Explanato-y
dMemorandum.,

if the Court makes an order approving the Schemes under saction 411 of the Corporations Act this is noi an
endorsement of, or any other expression of opinion on, the Schemes.

FINANCIAL INFORMATION

This Explanatcry Memorandum does not contain any pro-forma forecast financial information or firancial outlook
staterment about the Macquarie Group. The historical infermation in this Explanatory Memaorandum is a sunmary
only and is prepared as at the date of this Explanatory Memorandum. Full historical financial information about
the Macquarie Group Is available from ASX and the Macquarie website. After the date of this Explanatory
Mernorandum, MBL will continue to release information to ASX under its continuous disclosure obligations, You
should refer to the information available on ASX,

FORWARD LOOKING STATEMENTS

This Explanatory Memorandum contains certain statemenis which relate to the future, including torward lceking
staterments relating to Macguarie's strategy. These statements are not guarantees of future performance and are
subject 1o risks, uncertainties and assumptions that could cause actual results to differ materialty from the
expectations described in those statiements. Faciors which may affect future financial performance includs,
among other things, general economic conditions, interest rates, exchange rates, the regulatory enviroryment,
competitive pressures, the risks identified in Section 2.4, the assumptions not proving to be correct, and athar
matters not currently known to, or considered material by MBL or MGL.

Actual events and results may differ materially from the events or results expressed or implied in any forwerd
looking staterment and deviations are both normal and expected. To the maximum extent permiited by law,
neither MBL or MGL nor any other person {including any Director} gives any representation, assurance or
guarantee (express or implied) as to the accuracy or likelihood of fulfiiment of any forward looking statement, or
any svents or results expressed or implied in any forward-looking staterment. You are cautioned not to plaze
undue reliance on those statements,
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The forward-lccking statements in this Explanatory Memorandum reflect views held only as at the date of this
Explanatory Memorandum.

MATERIAL CHANGES TO INFORMATION

If materiat changes to the information in this Explanatory Memorandum occur before the date of the Meetings,
updated information will be made available to MBL securityholders as described in Section 8.18.

JURISDICTION

This Explanatory Memorandum does not in any way constitute an offer of securities in any place in which, or fo
any person to whom, it would not be lawiul to make such an offer. See Section 9.12 for gpecific information on
canain foreign jurisdictions.

THIS EXPLANATORY MEMORANDUM DOES NOT CONSTITUTE INVESTMENT
ADVICE

The Restructure outlined in this document does not take into account the investment objectives, financial
situation or particular needs of any MBL securityholder. [t is important that you read the entire document before
making any decision concerning your investment in MBL. You should careiully consider the matters described in
this document in light of your particular investment objectives, financial circumstances and investment needs
{including financial and taxation issues). If you are in any doubt, consult your investment adviser or other
professional adviser before deciding how to vote on the Restructure. This Bxplanatory Memorandum does not
constitute investrnent advice. You should seek your cwn financial advice.
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1 DETAILS OF THE RESTRUCTURE

1.1 PURPOSE OF THE RESTRUCTURE

The proposed Restructure is intended to:

aj Position the Macquarie Group to continue to pursue the sirategies which have been responsible for its
strong growth;

b) Whilst at the same time assist it to meet its obligations to APRA.

Macquarie expects that the new NOHC structure will have greater flexibility to adapt to future business, market
and regulatory developments than is currently the case,

a) Position the Macquarie Group to continue to pursue the strategies which have been
responsible for its strong growth

Macquarie has grown strongly since its beginning in 1969 as Hill Sarmuel Australia Limited, the wholly owned
subsidiary of Hill Samuel & Co. Limited, London. MBL listed on ASX on 29 July 1996 and on 30 October 1996
it entered the ASX All Ordinaries Index with a market capitaiisation of A$1.3 hilion. By 7 September 2007 MBL
had a market capitalisation of A$19.4 hillion.

In the financial year to 31 March 2007, MBL reported A$1.46 billion of profit after tax attributable to ordinary
equity holders, a result 485% higher than five years ago. At the same tima, Macquarie had assets under
management of A$197 bilion, 377% greater than five ysars ago.

Profit after income tax attributable to ordinary Assets under management by fund type
equity holders
$m $bn
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Macquarie has transformed from an Australian institution growing intermationally inic 2 global provider of
diversified financial services with its headquarters in Australia. As at 31 March 2007, Macquarie employed
10,023 paople In more than B0 offices in 24 countries. Of those staff, 3,501 were located in offshore markets,
425% more than five years ago. Macguarie's diverse intemational activities contributed 55% of the group's 2007
total income (excluding earmings on capital), compared with 26% five years ago.

EXPLANATORY MEMORANDUM I 1




Intemational footprint and staff numbers as at 31 March 2007
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The Macquarie Group's strong growth in recent years nas heen driven in large part by its international business
activiies and diversification, pariicularly those activities which are not traditional bbanking in nature. Many non-
banking activities are conducted within Macquarie's Investment Banking Group {1BG’). Among its activities are
corporate finance, stockoroking, investment banking funds management and principal invesiments. IBG's
contribution to the Macquarie Group's 2007 averall performance was 58%.
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Contribution to Macquarie’s overall performance by operating group

3% 1%

M Investment Banking Group (58%;)

0O Banking and Securitisation Group (3%)

14% 0O Real Estate Group (12%)
Treasury and Commedities Group (14%)
58% Equity Markets Group (9%)
12%

(" Financial Services Group (3%)

39 B Funds Management Group (1%)

Figures are derived from management accounts and should be taken as a guide only to relative contibutions to Macquarie's overall performance. The
calculztion is before income tax and includes certain internal management charges. The calculation excludes eamings on capital, certain corporate
costs not recharged to operating Groups and staff profit share.

Ovar time, the Board and management have implernented a range of initiatives to facilitate the continuation of
Macguarie's international growth. Examples of these intiatives include the selective acquisition of
comglementary businesses, establishment of joint ventures and alliances in international markets; establishment
of investment funds in the Americas, Europe and Asia, and recent application for a UK banking licence.

The proposed Restructure represents another step in the ongoing evolution of the Macquarie Group, and the
new NOHG structure is expected to provide greater strategic and operational flexitiity to the Group to pursue
growth, A key aspect is the more appropriate alignment of Macquarie's diverse business activities with APRA’s
regulatory framewaork, as described in more detail below.

b}  Assist the Macquarie Group in meeting its obligations to APRA

Under its current corparate structure, the parent entity of the Macquarie Group, MBL, is a licensed Australian
bank or Authorised Deposit-Taking Institution (ADI'). All of its activities are therefore regulaied as banking
activities by APRA. However, not all of the Macquarie Group's activities are traditional banking in nature, and
these are not always readily accommodated within APRA’s existing banking requlations. Certain of APRA'S
banking regulaticns will have the consequence of constraining the Macquarie Group's growth in future in the
absence of a restructure,

More specifically, APRA’s banking regulations include rules which restrict an ADI's exposures to certain of its
subsidiaries that are outside the Extended Licensed Entity {ELE") as defined in APS 222 - ‘Associations v/ith
Related Entities’,

APS 222 is intended to protect the interasts of depositholders in a bank which formns part of a conglomerate
group, by limiting the potential contagion risk that can arise from the ADI's associations with othar members of
the group.

The ELE is the ADI and any subsidiaries considered by APRA to be, to all intents and purposes, operating as a
division of the ADI itself. In order to be part of the ELE, a subsiciary must, among other things:

» not have liabifities to entities cutside the ELE, inciuding to third parties, whare those lighilities exceed 5% of
the subsidiary's assets;

= not undertake business that is not permitted by ADIs;
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+  be wholly-owned by MBL itself or another ELE subsidiary;

*  be entirely funded by MBL;

» face no regulatory or legal barriers to transferring assets back to the AD}, and

s have only MBL or other ELE entity employses cn its board of directors,

The subsidiaries of a bank or ADI which do not satisfy these requirements are classified as non-ELE.

The Macquarie Group's intsrmational growth and diversification generally requirg the group to corduct business
in subsidiaries, which often fali within the non-ELE classification. Far example:

* invesiment assets are typically acquired through subsidiaries to facilitate a subsequent sale of the assets.
Investment assets are generally externally funded and may have independent directors on their boards for
regulatory or other reasons, which mean they are classified as non-ELE;

= aclivities undertaken overseas often need to be conducted in subsidiaries for regulatory or other reasons. In
particular, broking is a regulated activity in all jurisdictions in which Macquarie operates and must be
conducted in locally-incorporated subsidiaries. The setilement period for trades (usually three days) and
resulting liahilites mean these subsidiaries are classified as non-ELE; and

e most funds management activities are automatically classified as being non-ELE because this activity
cannot be undertaken by an ADI and must be conducted in a subsidiary.

APRA's banking rules therefore restrict the ability of MBL as it is currently structured to conduct Business in
subsidiaries, and will constrain ihe Macquarie Group's future growth. Many of MBL's subsidiaries that are
classified as non-ELE are currently located within IBG, and as a result, most of this business group will initially be
transferred to the new Non-Banking Group under the proposed Restructure, as further described below in
Section 1.3.

MBL currently operates under a cap granted by APRA on such exposures, which is greater than the nommal
regulatory limit, and MBL has committed to seeking a solution that enables it to operate within the nomal APRA
limit in future.

The Board considers the proposed Restructure to be the most appropriate solution to position the Macquarie
Group to continue to pursue growth whilst meeting its obligaticns to APRA under the banking regulaiory
framework.

Secticn 2 contains a more detailed discussion of the benefits, disadvantages and risks of the Restruclure, as
well as the alternative solutions considered by the Board.

1.2 RESTRUCTURE PROPOSAL

The proposed Restructure involves the establishment of a new NOHC, MGL, which will become the ultimate
parent of the Macquarie Group and will be listed on ASX. The Macquarie Group will comprise separaie Banking
angd Non-Banking Groups.

e The Banking Group will be held by an intermediate banking helding company (Banking HoldCo'). Banking
HoldCo will own MBL and other Banking Group entities. MBL will continue to be regulated by APRA as an
ADI,

¢ The Non-Barking Group will be held by an intermediate non-banking holding company (‘Non-Banking
HoldCo'), and will be largety unregulated by APRA {although it will continue to be subject to cversight from
other regulators) (see Section 3.7 for more details of the applicable prudential regulation).
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Corporate structure before Restructure
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Implementation of the Restructure in full will involve certain entities, assets and contracts being transierrac over &

period of time following the Meetings.,
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a) NOHC Restructure Legislation

The Parliament of the Commenwealth of Australia has made amendments to the Financial Secior (Business
Transier and Group Restruciure) Act 19393 (NOHC Restructure Legislation') to faciltate the adoption of a NOHC
structure by financial groups that currentty have an ADI as the ultimate holding company. The amandrents
provide the Treasurer with the power to grant ADIs (such as MBL) refief from specific impediments under the
Corporations Act. MBI has applied to the Treasurer for a resiructure approval, relevant relied under the NOHC
Restructura Legislation and approval of the Restruciure for all other relevant purposes. The Resiructurs is
conditional on the Treasurer's approval being obtained and will not proceed if the approval is not obtained. MBL
expects to receive the Treasurer's approval beicre the date of the Meetings. APRA has reviewed and approved
the authorisation of a NOHG as the head entity of the Macquarie Group.

The appropriate regulatory framework for financial conglomerates, including these headed by regulated banks or
AD1s, has been the subject of discussion and legislative and regulatory activity in Australia for more than 10
years. In March 1997, the Financial System Inquiry (Wallis Review) found that the NOHC structure was the
preferred corporate form for financial conglomerates. it recommendad that the NOHC structure e permitted for
financial conglomerates provided those conglomerates meet a number of prudential requiremants, including
requirernents in the areas of capital, adeguacy of firewalls and govemance. The Wallis Review considered that
the NOHGC structure best addressed the issue of gquarantining assets and liabilities of the various entities in a
financial conglomerate through lega! separaticn.

This led to changes to the Banking Act which permitted a NOHC 10 be the parent entity of an Australian ADI.
Until now, Australian bhanks have not rastructured their groups under & NOHGC, partly because of certain advarse
tax and accounting consequances for the group and its securityholders. The NOHC Restructure Legislation,
described above, saeks to addrass these concems and facilitate the adoption of NOHGC structures by ADIs.

See Section 9.7 for more details about the NOHC Restructure Legislation.
1.3 WHAT WILL HAPPEN UNDER THE RESTRUCTURE?

a) Share Scheme and Option Scheme

Under two Court approvad schemes of arrangerment, MGL will become the head enlity of the Macquarig Group.
Sharenolders will receive MGL Sharas in exchange for their MBL Shares cn a cne-for-one basis {with the
exception of Ineligible Foreign Shareholders). Optionholders will recaive MGL Options in exchange for their MBL
Options on a one-for-one basis.

b) Separate Banking and Non-Banking Groups

Following the Restructure, the Macquarie Group will have two separate sub-groups beneath the NOHC (MGL),
a Banking Group and a Non-Banking Group. Initially, Macquarie’s business activities will be divided between the
Banking and Non-Banking Groups as depicted below.
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Current operational structure
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Proposed initial operational structure following Restructure
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Notes:

* Oilshore-focused trading, introduction, amanging, structunng and refated senvices ior equily, saully dervative and related procucts
2US-based broker dealer actities, ASan utures execLton and cleanng, and Asian orignation of treaswry and commaodity Transaclons

Under the Restructure, IBG will initially form most of the Non-Banking Group. Certain assets from the Financial
Products and Macquarie Capital Finance divisions within IBG will remain in the Banking Group as it is
considered impractical to move them o the Non-Banking Group. Following the Restructure, these existing
assets will be managed in run-off, and new Financial Products and Macguarie Capital Finance business is
expected o be written mainly in the Non-Banking Group. IBG is being transferred initially as it is the business
group that contains most of the Macquarie Group's activities that are classifted as non-ELE by APRA.

The initial composition of the Banking and Non-Banking Groups reflects the Board's strong desire to achieve the
Restructure objeciives while minimising the potential disruptive effects on the Macquarie Group's proven
business model, culture, senior managemeni team and business approach. This principle has resulted in
keeping, where possible, the business groups of the Macquarie Group intact under the proposed Restructure.
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As a result, the Banking Group will initially continue to have certain manageable non-ELE exposures fallowing the
Restructure,

Certain activities from EMG and TCG will also transfer to the Nen-Banking Group as they are generally
undertaken within regulated entities that will form part of the Non-Barking Group. This is also intended to
minimisa business disruption.

Following the Restructure, Macquarie will continue to moniter and review the appropriateness of the initial
compaosition of the Banking and Non-Banking Groups, and may make changes in light of factors including
business growth, regulatory considerations, market developments and counterparty considerations,

Overall, Macquarie’s underlying business activities will remain substantially unchanged by the Restructure. IBG,
being part of the Non-Banking Group, will be renamed following the Restructure. This name change is to comply
with APRA's banking regulations that only permit ADIs 1o use the word 'banking’ in & business name.

Section 3 contains more details about the Macgquarie Group following the Restructure, including MGL, the
Banking Group and the Non-Banking Group.

¢} Govermance

Curmrent governance structure

Macquarie Bank Limited

Catherine B Livingstone’

] ]
' David S Clarke (Non-Executive Chaimman) H Kevin McCann' !
: Allan E Moss (Managing Directon John R Nitand' 1
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! Andrew J Downe Nick R Minogue 1
: Greg C Wad Peter J Maher :
b Kim Burke W Richard Sheppard :
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Michael Campiet

( Operations L
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Proposed govemance structure following Restructure

Macquarie Group Limited

David S Clarke {Non-Executive Chaimman) H Kevin McCann'
Allan E Moss {Managing Director) John R Niand'
Peter M Kirby' Peter H Warne'

1

1

)

1

1

: Laurence G Cox Helen M Nugent‘
1

]

! Catherine B Livingstone'

1

Executive Committese

Allan E Moss Nicholas W Moore
Greg C Ward Peter J Maher
Kim Burke W Richard Sheppard

1
]
1
1
1
Andrew J Downe Nick R Minogue !
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|
Michael Carapiet '
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Macquarie Bank Limited Operations

Board

i

]

: Devia S Clarke (NEC)  Gathexine B Livingstone'
| W Richard Sheppard (MD) M Kevin McCann'

: AlanEMoSS  John R MNitand'

: Laurence G Cox Helon M Nugert’

:
F

Peter MKirby'  pargr Hwarne’

]

: Executive Committee

' W Richard Sheppard  Nick R Minogue
' AlanEMass  Pster J Maher

; Andrew J Downe  Kim Burke

: Grog C wWard

B

ST

i Operations ‘
e o J

‘independent non-executive diractor

Tne pecple with responsibility for the cverall governance and management of the Macquarie Group will remain
the same following the Restructure. The composition of the MGL Board and Executive Committee will be
identical to the current membership of the MBL Board and Executive Committee and wil have camiage of the
Same ISSUes.

Following the Restructure, MBL will have its own governance structure, with a beard and executive com ittee
responsible for focusing exclusively on bank-specific issues. MBL will have its own managing direcior, wro wil
sit on the MBL Board. In all ather respects, the composition of the MBL and MGL Boards will be the sama.
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The chairman of the MBL Board will also be the chairman of the MGL Board. The MBL Executive Committes will
comprise members of MGL's Executive Committes, excluding those executives whose primary responsibility
relates to businesses within the Non-Banking Group.

As a subsidiary of MGL, MBL will behave in a manner consistent with the overall strategy and risk management
frarmework of the Macquarie Group. However, for any of MGL's decisions in relation to straiegy, policias and risk
acceptance to apply to MBL, thay must first be endorsed by the MBL Board as prudent for an ADI. The MBL
Board will ultimately be responsible for the scund and prudent management of MBL., with due consideration
given to the interests of depositholders.

Macquarie's existing risk managemeant framework will continue to apply to the whole group following the
Restructure.

d) MBL Capital Reduction

The Restructure involves MBL miaking a Capital Reduction. This will occur after the implementation of the
Schemes when MBL is a wholly owned subsidiary of MGL., MBL will reduce its capital by A$3 billion. The funds
received by MGL from the Capital Reduction will be used to strengthen the capital base of MGL and finance the
acquisition of assets and businesses from MBL by the Non-Banking Group. The Capital Reduction does not
involve a return of capital or other payment to investors.

e) Debt refinancing strategy

Under the Restructure, MGL will be required to finance the initial transfer of the nan-banking assets and
businesses from MBL to the Non-Banking Group. The initial financing of MGL will be achieved through a
combination of extemal credit facilities and funding from MBL {inciuding the Capital Reduction). Following the
Restructure, on an ongoeing basis, MGL will fund the growth of the Non-Banking Group as well as some of the
non-ELE businesses that will remain within the Banking Group. MBL will continue to be funded along sirilar
lines to iis existing practices.

Macquarie has established a Restructure financing plan to meet the initial and expected ongoing funding
requirements of the overall group.

Macquarie has received binding commitments from a group of major international and Australian financial
institutions to underwrite a multi-currency, syndicated senior unsecured credit facility for MGL of A$S billion
{‘Bank Facility’).

MBL will provide a AB10 billion two-year committed senior bridge facility (‘Bridge Facility') to MGL. This is to
provide transitional funding while MGL's capital markets issuance programms is being established. This Bridge
Facility will be refinanced via issuance in all significant global capital markets.

{Further information on Macquarie’s debt financing strategy is in Section 3.5.)

f) Impact on credit rating

The provisional ratings advised by the rating agencies are based on an understanding of the likely framework in
which MGL and the Macquarie Group will operate. To the extent that this framework altars materially prior to
implementation, this could affect the final rating outcomes. The provisional ratings of the refevant entities within
Macguarie Group following the Restructure have been advised by the Rating Agencies (S&F, Mocdy's and
Fitch) as follows:
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Credit ratings

Current Expected following Restructure

Short-term ratings Long-term ratings Short-term ratings LLong-termm ratings
Entities S&P/Moody's/Fitch S&P/Moody's/Fitch S&P/Moody's/Fitch S&P/Moody'sfFitch
Macquarie Group Limited ~ n.a. na. A2/P1/F1 , A-/AZ/A i
Macquarie Bank Limited A1/P1/F1 AAT A+ A1/PI/F ASA AL

Macquarie Intemational
Finance Limited
(see Section 3.6} A1/F1/Fi A-/ADIA A2/P1/F1 A-/AZIA

Nen-Banking HoldCo na. n.a. A2/P1/F1 A-TAZ/A

“Posiiive rating outiook (Moody's).

Definitive ratings will be applied to the above entities by the Ratings Agencies upon establishment of the
restructured Macquarie Group.

{(Section 8.15 contains a description of the ratings from S&P, Moody's and Fiteh.)

g) Impact on Macquarie’s tax position

There shoutld be no material tax costs for the Macquarie Group globally as a result of the Restructure.

In Australia, a private tax nuling has been obtained from the Australian Taxaticn Office ('ATO') to confimn that
neither MBL nor MGL will be subject to tax as a result ¢f the propcsad Restructure being implemented. It also
confirms that the MBL tax consolidated group will continue after the Restructure.

The ATO has confirmed that the avallability to the Macquarie Group of certain tax attributes — which would
otherwise be potentially affected by a change of ownership (such as tax losses, capital losses, unrealised losses
and bad debis) — will not be affected by the Restructure.

h) Dividend policy
The Restructure is not expected to result in any material change to Macguarie's dividend poficy.

Following the proposed Restructure, the target annual payout ratio s expeacted to remain in the range of 50-60%
of net earnings. The Board expects future dividends to be fully franked for at least the next two years. Beyond
that, the Board expects dividends ¢ be at least 80% franked, subject to the future compaosition of income.

Macguarie has sought a medification to the requirements of the Corporation Act which preserves MGL's
capacity to pay dividends following the Restructure. Section 4 provides more details of this relief.

The amount of franking credits available to the Macquarie Group should be unaffected by the Restructure. [tis
also expected that the Restructura, of itself, wil not have a materially adverse effeci on the Macquarie Greup's
ability to pass franking credits to Shareholders in acceordance with MBL's current dividend and franking pclicy.
However, it is possible that this ability may be reduced under certain circumstances until such time as amended
accounting rules take effect (see Section 2.4f) for more detail).

i) Employee and director equity plans

MEBL has a number of employee and director equity plans currently in place to assist in attracting, retaining and
motivating staff and directors of the Macquarie Group. MGL will establish employee and director equity plans
that substantially replicate the terms of current MBL plans (see Seciion 9.4 for further information).
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i) Hybrid securities

The Macquare Group's existing hybrid securities, Macqguarie Income Securities (MIS') and Macquarie Income
Preferred Securities (MIPS?), will remain on issue following the Restructure. MBL will remain listed on ASX as &
debt listing to support the centinued guctation of the MIS. In addition, an MGL 'dividend stopper’ will be put in
place to prevent MGL from paying dividends to Shareholders if distributions are not paid on the MIS or the MIPS
in accerdance with their terms. MBL has been subject to similar ‘dividend stoppers’ since the MIS and MIPS
were issued. Cerain amaendments to the underlying structure for the MIPS will also be made to ensure that g
single UK tax group 1s maintained following the Restructure. See Sections 9.10 and 9.11 for more information
on MIS and MIPS.

Holders of MIPS and MIPS Preference Shares are entitled © attend the General Meeting. MIS Holders are
entitled 10 vote on the Capital Reduction Resclution. Holders of MIS and MIPS Preference Shares are not
entitled to vote on the Restructure.

1.4 FINANCIAL IMPACT OF THE RESTRUCTURE

A pro-forma balance sheet and pro-forma income statement have been prepared to show the impact of the
Restructure on the Macquarie Group based on MBL's audited financial statements for the year ended 35 March
2007. The pro-forma financial statements also provide an indicative breakdown of the financial pasition of the
Barking Group and the Non-Banking Group.

The pro-forma financial statements and adjustmants are explained in detail in Section 4. The following is a
summary.

Indicative pro-forma consolidated balance sheet (summary)

31 March 2007

Pro-forma consolidated Non- Pro-forma
balance sheet (summary} Banking Banking MGIL._ {Parent Consoligation Macquarie
AE milion Group Group entity) adjustments Group
Total assets 120,288 18,324 28,029 (28,036) 138,675
Total liabilities 115914 15,242 9,154 9,154) 131,156
Equity 4,374 3,152 18,875 {18,882 7,519

Indicative pro-forma consolidated income statement (summary)

31 March 2007 Pro-forma
Pro-forma consolidated income statement Banking Nen-Banking Cansolidation Macquarie
A$ million Group Group adjustments Group
Tetal operating income 3,278 3,885 (37} 7124
Total gperating expenses (2,557] (2,710] 37 (5,2230)
Net profit before tax 718 1,175 - 1,884
Income tax expense 61) (305) - (366)
Net profit after tax 658 870 - 1,528
Profit attributable to eguitvholders 803 868 - 1.471
Profit attributable to ordinary equityholders 572 868 - 1.440

Cne-off costs associated with the Restruciure are expected to total approximately A$27 million after income iax
{net of profit share). Ongoing funding costs following the Restruciure are expected to increase. Based on the
pro-forma income statement for the year ended 31 March 2007, this additional funding cost would have been
approximately A$19 milion after income tax {net of profit shars).

12 I BEXPLANATORY MEMORANDUM




There will also be additional ongoing operating costs associated with the Restruciure. These are expecled to
not be material and amount to less than A$4 million after income iax (net of profit share) per year.

(See Section 2.3 for more details on expected Restructure-related costs.)

1.5 APRA REGULATORY CAPITAL

A summary of the APRA regulatory capital requirements for the Macquarie Group is provided below. Section 3.7
contains a mere detalled description.

a) MGL

MGL will be required to hold adequate capital to cover the risks for the whols Macquarie Group, including the
Non-Banking Group. Until APRA's new prudential capital standards for NOHCs come intc effect (expected to
be 2008 at the earliest), Macquarie and APRA have agreed an interim capital adequacy framework for MGL.
This interim framework restits in no significant change to Macguarie's regulatory capital requirements from those
currently prevailing.

(Appendix D contains a copy of the APRA NOHC Autherity which describes the interim prudential framework,
including the capital adequacy framewaork.)

b) Banking Group

The Banking Group will continue to be subject to APRA's banking capital requirements. It will maintain capital
ratios in excess of APRA minimum requirsments.

c) Non-Banking Group

The Non-Banking Group's risks, and the capital required to cover those risks, will be determined using
Macguarie's Economic Capital Model. This capital will be held at the averall group level by MGL.

{Section 3.7 centains a description of the Economic Capital Model.)

d)  Regulatory capital reporting

The Macguarie Group will continue 10 report its regulatory capital ratios to APRA following the Restructure. At
present, these ratios reflect MBL's positicn as the head eniity of the Macguarie Group, and therefore show the
group’s consolidated regulatory position.

Following the Restructure, the Banking Group's capital ratios will reflect the smaller consolidated group of entities
held by Banking HoldCo, including MBL.

Based on the pro-forma financial information for the year ended 31 March 2007, the Banking Group's regulatory
capital ratios as if the Restructure were in place on that date would have been as follows:

» Tier1: 9.7%
¢ Total capital: 15.2%

(Further information on the measurement of regulaiory capital and Tier 1' capiial is in Secticn 7.2 of the
Independent Expert's Report under the heading 'Capital adequacy and prudential regulaticn’.)

After 31 March 2007, equity transactions which have occurred include the May 2007 placement and share
purchase plan of approximately A3829 million. These have not been included in the above ratios.

Following the Restruciure, MGL will separately be required by APRA t¢ report regulatory capital for the group
under the interim capital adequacy framework.
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1.6 SUMMARY OF THE EFFECT OF THE RESTRUCTURE ON SHAREHOLDERS /
OPTIONHOLDERS / CREDITORS / DEPOSITHOLDERS

Shareholders (other than Ineligible Foreign Shareholders) will receive ong MGL Share for each MEBL Share they
hold at the Record Date. Ingligible Foreign Shareholders will have thair MGL Shares sold and will receive the
proceeds (see Section 1.7 below).

Onptionholders will receive one MGL Option for each MBL Option they hold at the Record Date.

It is considered that the Restructure will not have a material adverse impact on the creditors and depositholders
of MBL.

The Directors believe that the Capital Reduction is fair and reasonable to MBL shareholders as a whole and
does not materially prejudice MBL's ability to pay its creditors.

a)  Austratian Tax File Number (‘TFN’) or Australian Business Number (‘ABN’)

Goveming legistation does not automatically transfer Australian Tax File Number (TFN') or Australian Business
Numnber (‘ABN') (as appropriate) quotation by MBL Shareholders to MGL. MBL is therefore seeking appropriate
administrative approvals to provide MGL with the TFN or ABN notification or details of any exemptions pertaining
to MBL shareholders. If approval is not received, MGL will give Sharehciders the cpportunity to provide MGL
with & TFN or ABN notification or detalls of the relevant exemption.

b) Compensation for Optionholders

If ihe Restructure proceeds and an Optionholder suffers a tax detriment as a direct consequence of the Option
Scheme, that Optionholder will receive, under the terms of the Opticn Scheme, compensation {or permanent
losses and a loan for timing differences. Any compensation is expected to be confined to a small number of
Optionholders. In aggregate, the associated costs are not expected to be material,

See Section 2.3 for more details on expected costs.

1.7 TREATMENT OF INELIGIBLE FOREIGN SHAREHOLDERS

Restrictions in certain foraign countries make it impractical or unlawful to offer or receive MGL Shares in those
countries. Accordingly, certain foreign shareholders are ineligible to participate in the Share Schame. An
Ineligible Foreign Shareholder is any Shareholder who on the Record Date has a regisiered address outside
Australis unless MBL is satisfied that MGL is not precludad from lawiully issuing MGL Shares to them.

Based on the information available to MBL as at the date of this Explanatory Memcrandum, MBL expects that
Sharsholders with registered addresses in the following countries will be able to participate in the Share
Scheme. {This list is subject to change without notice and no assurance can be given that Shareholders in any
of these jurisdictions will be able to participate in the Share Scheme.)

Shareholders with regisiered addresses in the following countries are expected 10 be able to participate in the
Share Scheme:

+ Austria * Ireland s Singapore

+ Brazi o ltaly s Span

» Canada e Japan o Switzerland

+ China « Korea o Taiwan

s France + Malaysia e Thailland

s  Gemmany ¢  The Netherlands »  United Arab Emirates

+ Hong Kong « New Zealand «  United Kingdom

» India ¢ The Philippines « United States of America
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Under the Foreign Sale Facility, MBL Shares held by Ineligible Foreign Sharcholders will be transierrad to the
Sale Facility Agent which will participate in the Share Scheme in respect of these MBL Shares. The Sale Facility
Agent will subsequently sell the MGL Shares received by it under the Share Scheme and distribute the
proceeds to Ineligible Foreign Shareholders.

For further details, see Section 9.12.

1.8 APPROVALS REQUIRED

For the Restructure o proceed, each of the Share Scheme and the Option Scheme must be approved by
* Shareholders

- the Share Scheme must be approved at the Share Scheme Meeting by a majority in number of
Shareholders voting (either in person or by proxy), and by at least 75% of the votes cast on the Share
Scheme Resolution; and

- the Capital Reduction must be approved at the General Meeting a majority of the votes cast on the
Capital Reduction Resolutior;

« Optionholders — the Option Scheme must ke approved at the Opticn Scherne Meeting by a majority in
number of Optionholders voting {either in person or by proxy), representing at least 75% of the value of the
MBL Options for which votes are cast on the Option Scheme Resolution;

« the Court.

MIS Holders are entitled to vote on the Capital Reduction Resolution, The Share Scheme and Option Scheme
do not require the approval of MIS Holders.,

The Restructure does not require the approval of MIPS Holdars,

1.9 INDEPENDENT EXPERT'S REPORT

The Independent Expert's Report (prepared by KPMG) providas an assessment of the Restructure. The
conclusion reached by the Independent Expert is that:

e the Restructure is in the best interests of MBL shareholders and is in the best interests of Optionholders;
and

« the Capital Reduction is fair and reasonable to MBL shareholders as a whole, and does not materially
prejudice the company's ability to pay its creditors.

The Independent Expert’s Repont is in Section 6.

1.10 DIRECTORS’' RECOMMENDATIONS AND VOTING INTENTIONS

The Directors of MBL consider that the Restructure is in the best interests of Shareholders and Optionhalders,
having regard to the Independent Expert's Report {see Section 6} and the potential benefits, disadvantages and
risks of the Restruciure (see Section 2). Each Director recommends that Shareholders and Optionholders vote
in favour of the Share Scheme Resolution, the Capital Reduction Resolution and the Option Scheme Resclution.

Each Director who holds MBL Shares or MBL Options intends to vote in favour of the Restructure.
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2 BENEFITS, DISADVANTAGES AND RISKS

2.1 INTRODUCTION

This Section sets out relevant considerations for holders of MBL securities regarding:
e Dbenelits of the Restructure,

« disadvantages of the Restructure;

¢ risks associated with the Restructure;

« implications of the Restructure not proceeding; and

« dltematives considered by the Board.
2.2 POTENTIAL BENEFITS OF THE RESTRUCTURE

a) Assists Macquarie in continuing to pursue the strategies that have been delivering
strong growth and diversification

The NOHC structure is expected to provide more strategic and operaticnal flexibility than MBL's current
structure. The NOHC struciure will allow the Macquarie Group 1o adapt or change more readily in response to
developmants in its business activities, the regulatory envirenment and markets. This will assist in ensuring that
Macguarie's averall corporate and operaticnal structures continue to facilitate the achievement of its strategic
objectives, Another important aspact is the better alignment of Macquarie’s diverse activities with APRA's
regulations as described in Section 2.26}.

The proposed new structure of Macguaris is consistent with the findings and recommendations of the 1697
Wallis Review in relation to financial conglomerates. NOHC structures are facilitated by the Banking Act and the
NOHC Restructure Legislation. The proposed Restructure is in accordance with the requirements of the Banking
Act and the NOHC Restructure Legislation.

NOHC structures are relatively commen among major banking and financial services groups in Europe and
USA. Thay typically have a holding company which in turn has a number of subsidiares undertaking vanious
activities, some or all of which may be subject to various levels of prudential reguiaiion. Variations exist
depending on, ameng other things, geographic location, regulatory frameworks and an institution’s cwn Fistory
and business activities.

Globally, a significant number of major financial institutions utilise the NOHC structure, including Citigroup
JPMorgan Chase, Barclays, HSBC and HBQOS, socme of which Macquarie considers its peers and competitors
in various market segments in Australia and internaticnally.

b)  More appropriately aligns Macquarie's business activities with APRA’s regulatory
framework

Under its current corporate struciure, MBL, the parent entity of the Macguarie Group, is & licensed Australian
hank. All of its activities are thereiore regulated as banking activities by APRA. However, not alt of ihe Macquarie
Group's activities are traditiona! banking in nature and are not always readity accommodated within APRA's
existing hanking regulations.

Following the Restructure, the separation of the Macquarie Group's diverse business activities inio Banking and
Non-Banking Groups will more apprepriately align the group's activities with APRA’s prudential regulaiory
framework.
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Many of those activilies which would in the future have been constrained by APRA's banking rules will be
located within the Non-Banking Group, which will be largely unregulated by APRA (although it will remain subject
to the requirements of other regulators). Those activities that reguire a banking licence will continue to operate
within the Banking Group, which will be subject 10 APRA's banking regulatory framework,

The key principles of Macquarie's existing risk management framework will continue to apply to the entire
Macquarie Group ioflowing ihe Restructure,

See Section 3.7 for more about the APRA regulation applicable to MGL, the Banking Group and the Non-
Banking Group.

c) Maintains Macquarie’s proven business model, culture, senior management team
and business approach

Macquarie's track record of success and growth has been driven in large part by its business modal, cutture,
senior management team and business approach. The Board considers that these elements are critical to the
ongoing execution of the Macquarie Group's strategy. In determining the final Restruciure preposal, including
the separation of businesses into the Banking and Non-Banking Groups, a key priority for consideration by the
Board was to minimise the disruptive effects on the factors that have been essential to Macquarie's success.

2.3 POTENTIAL DISADVANTAGES OF THE RESTRUCTURE

a)  One-off costs associated with the Restructure

There will be one-off costs incurred by the Macquarie Greup due 1o the proposed Restructure, although in
aggregate these costs are not considered to be material. Most of these costs will be incurred in the financial
year ended 31 March 2008.

Tne one-off costs as a result of the Restructure are expected tc comprise the following major items: legal fees,
capital gains tax on offshore restructures, stamp duty and compensaticn to Optionholders dus to adverse tax
ccnsequences. Total one-off costs are estimated to be approximately A$27 million after income tax {net of profit
share).

b) Additional ongoing costs associated with the Restructure

There will be additional ongoing costs incurred by the Macguarie Group due to the proposed Restructurs,
although in aggregate these costs are not considered to be material.

These additional costs will largely comprise the additional debt funding cost incurred by MGL (inclusive of debt
arrangement fees which are amortised over the term of the debt). This higher funding cost is due to MGL's
expecied lower credit rating, as compared to MBL's current rating; MGL not being an ADI {althcugh still an
APRA-regulated entity); and the longer term nature of MGL's borrowings. Based on the pro-forma financial
position at 31 March 2007, the additional debt funding cost is estimated tc be approximatety A$19 million after
income tax {net of profit share). See Section 4 for financial impact,

Other additional ongoing costs relate to incremental rescurces required to administer the new NOHGC structure
and its separate Banking and Non-Banking Groups. For example, additional compliance requirements,
management of funding arangements, and management of governance arangements betwaen MGL, the
Banking Group and the Non-Banking Group. In aggregate, these additional operating costs are estimated to be
no greater than A$4 million after income tax (net of profit share) per year,
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c) Delay of the 2007/2008 interim dividend by approximately 6 weeks

Under Australian tax law, in order for Shareholders to be entitled 1o franking credits, they must satisfy the '45 day
rule’ in relation to their new helding of MGL Shares. This rule generally requires Sharsholders to hold their MGL
Shares 'at risk' for at least 45 days in a qualifying period. The qualifying period commences on the day after the
Implementation Date and ends 45 days after MGL Shares become ex-dividend. The period in which MBL
Shares are held by Shareholders leading up to the Implementation Date does not count towards satisfying the
‘45 day rule’. So as to provide a greater opportunity for Shareholders to satisty this rule in respect of their MGL
Shares prior to the payment of Macquarie's 2007/8 interim dividend, it is proposed to defer the payment of that
dividend until late January.

There is an exemption from the *45 day' rule for individuals whose total franking offsets for a year do not exceed
A$5,000.

2.4 RISKS OF THE RESTRUCTURE

a) Risk profile of the Macquarie Group

If the Restructure is approved, Shareholders and Optionholders will exchange their existing shares and options
in MBL, & company that is regulated as a bank, for shares and options in MGL.

Some investors and/or market observers may consider the risk profile of the Macquarie Group will increase as a
result of the Restructure because of the expected lower credit ratings of MGL and Non-Banking HoldCo as
compared to MBI and the less intense level of APRA regulation that will apply to MGL and the Non-Banking
Group (although the Banking Group will continue to be subject o the full range of APRA banking regulaticns).

The Board does nct consider the overall group's risk profile will changs as a result of the Restructure. This is
primarily because the underlying businesses will remain largely unchanged and MGL's Board and senior
managemeni will remain the same as MBL currently, and they will continue to apply the existing strategy and risk
management framework as MBL currently. As a result, MBL does not anticipate that the Restructure will affect
the decisions that are made about the conduct of the underlying businesseas. Details of Macquarie's risk
rmanagemeni framework are in Section 3.2h).

b) APRA’s final prudential standards for the supervision of NOHCs that own banks may
differ from Macquarie’s current expectations

APRA is currently developing the prudential standards that will apply to NOHCs. Drafts of these are not
expected to be avallable for indusiry consultation before earty 2009. Macquarie has undertaken extensive
discussion with APRA as part of the proposed Restructurs, and the autherisation of MGL as a NOHC has been
approved by APRA. However, there is a risk that APRA's final regulatory framework for NOHCs and the
regulation of MGL will differ from Macquarie’'s current expectations. This may have negative consequences for
Macguarie and/or may require further changes to its structure,

c) Incidental changes to Macquarie’s operating model necessary as a result of the
Restructure may not operate as expected

The Restructure will result in certain changes to Macguarie's existing operating model. Macquasie considers that
these changes, which include a new govemance layer for the Banking Group and service arangements
between the Banking and Non-Banking Groups, can be implemented and managed approprately iollowing the
Restructure. However, it is possible that unexpecied business, market and/or regulatory factors may resuit in
these operating model changes not functioning as expected and further changes may be required.
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d) Refinancing of the Bridge Facility under the funding plan

An imporiant component of the proposed funding plan is the refinancing by MGL of the Bridge Facility provided
by MBL (see Section 3.6). This refinancing will take place through issuance in global debt capital markets over a
period of up to 24 months. However, further unexpacted market developments may adversely impact the
strategy, timing and/or cost of such issuance. Macquarie will seek to mitigate this risk through the establishment
of a diversified funding platform. This is designed to provide access to multiple markets and funcing products to
reduce MGL's reliance on any single source of funding.

e) Implementation of the Restructure may not occur as planned

The implementation of the Restructure in full will involve a significant number of steps, and unexpected
developments may arise which affect the timing and/or completenass of the implementation. In particular,
certain entities, assets and contracts are planned for iransfer over a period of time following the Meetings. These
will require the consent of various third parties, and there is a risk that certain of these consents may not be
forthcoming, which may adversely impact the timing and/or completion of the Restructure, Macquarie has
sought to mitigate this risk by engaging with third parties at an appropriate time leading up to the Meetings.
Other implementation risks include ofishore regulatory approvals not being forthcoming or timely, and the
triggering of unexpected liabilities.

f) Certain circumstances in the future may reduce Macquarie's capacity to frank
dividends

Following the Restructure, in any financial year where MGL records profits, it can pay dividends from those
profits and they can be iranked. MGL will not have to rely on any relief or modifications obtained in relation to the
Restructure.

In connection with the Restructure, Corporations Act modifications sought from the Treasurer will enable MGL to
preserve its capacity 1o pay dividends, Further, relevant tax rulings obtained by MBL will enable MGL to frank
dividends out of pre-Restructure retained eamnings and most pre-Restructure reserves. Howaver, certain
circumstances may reduce MGL's ability to frank dividends. These are;

e if animpaiment loss occurs (where the investment carrying amount exceeds the present value of estimated
future cashfiows); or

+ where profits arise from the disposal of assets of MBL or its subsidiaries which were carried at less than fair
valug in their accounts at the time of the Restructure.

In these circumsiances, the Corporations Act modification will allow MGL to pay dividends out of capital so its
dividend paying capacity would e unaffected. However, MGL's franking capacity would be fimited to pre-
Restructure profits recognised in the accounts of MBL or iis subsidiaries at the date of the Restructurs or MGL's
undistributed accounting profits. If the Restructure had taken place at 31 March 2007, the recognised profits for
this purpose would have been A$2.3 billicn (after adjusting for the 2006/2007 final dividend).

In the medium temmn, this issug is expeciad to be addressed through possible changes in relevant accounting
standards (see Section 4.1).

g) Draft ATO class ruling received but not yet finalised
MBL has received a draft class ruling from the ATO which confirms the Australian income tax consequences of

the Share Scheme for certain Australian resident Shareholders who did not acquire their MBL Shares under an
employee or director share plan. The class ruling Is expected to be published in the Commoenwealth Gazette
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pricr to the Share Scheme Meeting. Whilst MBL does not expect that there will be any material changes to the
draft class ruling before it is finalised, the draft is subject to a final ATO review and cannot be relied upon until it
is published by the ATO and notified in the Commonwealth Gazette.

2.5 IMPLICATIONS OF THE RESTRUCTURE NOT PROCEEDING

a) Macquarie will pursue an alternative solution, albeit one that may be less effective
than the proposed Restructure

If the Restructure does not proceed, Macguarie will pursue an altemative solution to ensure that it will be able to
coniinue pursuing its growth strategies as well as comply with its obligations to APRA. The alternative solution
pursued will likely be one or a combination of those options previously considered by the Board. These are
further discussed in Section 2.8 below. Each were considered by the Board to he less effective and/or tirely for
the Macquarie Group than the proposed Restructure, having regard to the relative benefits, disadvantages and
risks. MBL may be required to seek securityholder approval of any such alternative solution, depending on
which alternative was adopted and the structure chosen.

b) Constraints on Macquarie's strategy and growth

If the Restructure does not proceed and an alternative less effective solution has to be pursued, the Macquarie
Group's ability to continue executing those strategies that have produced its recent strong growth will likely be
adversely affected. This may be due to constraints that require the reduction or discontinuation of certain
business activities, and hence adversely affect growth.

c) Macquarie may operate at a competitive disadvantage to peers globally

If the Restructure does not proceed and an altemative less effective solution has to be pursued, Macquarie may
become less competitive against its peers. A less effective solution may impose significant constrainis on the
Macguarie Group's international and non-banking activities and their growth. For example, Macguarie may have
to reduce or discontinue certain activities or not pursue certain business cpportunities. Consequently,
Macguarie may be less ahle to execute its strategies, and hence less able to compete effectively against peers
who do not face similar constraints.

d) Less strategic and operational flexibility to adapt to developments in business
activities, markets and regulatory environments

If the Restructure does not proceed and an altemative less effective solution has to be pursued, the resulting
corporate structure may offer less flexibility than the proposed NOHC structure.

2.6 ALTERNATIVES CONSIDERED BY MACQUARIE'S BOARD

The Board has considered all of the altematives it believes to be available to the Macquarie Group to enstre that
it can continue to pursue the strategies which have produced its strong growth and diversification, whilst at the
same time meet its obligations to APRA,

The primary alternatives to the proposed Restructure are summarised below. The relative disadvantages are
noted beneath each of the alternatives:

 Selland/or discontinue certain business activities, mainly in non-banking areas
— stops the pursuit of potentially profitable growth opportunities

— disnupts the proven business modal, culture, management structure and business approach.
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»  Sell and/or discontinue certain banking activities and relinguish Australian banking licence
- stops the pursuit of potentially profitable growth opporiunities
- disrupis the proven business madel, culture, management struciure and business approach.

+ Enlarge existing funding structures and arangements ihat curently support growth in activities which
contribute to non-ELE exposures

— cument corporate structure provides less strategic and operational flexibility, including capacity to grow.

In addition, the Beard has given some consideration to relocating Macquarie’s head office outside Australia with
a view to being regulated under a different prudential regime. This is regarded as being less feasible compared

to the proposed Restructure due to a number of factors, including Macquarie being a majority Australian owned
financial institution, the cost and complexity involved and Australia being the group’s single largest market.
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3 MACQUARIE GROUP AFTER THE RESTRUCTURE

3.1 MACQUARIE GROUP

a) Overview of entities and operations

Following the Restructure, the non-operating holding company, MGL, will be the ultimate parent entity of MBL's
existing businasses, assets and legal entities, which will be divided into two separate groups:

s the Banking Group (which will contain the ADI, MBL); and
» the Non-Banking Group.

As illustrated below, the Banking Group will have Barking HoldCo as its parent. Banking HoldCo wiill own MBL
and the other Banking Greup entities. The Non-Banking Group will nave Non-Banking HoldCo as its parent. It
will own the various subsidiaries forming the Non-Banking Group. There will alse be a service company beneath
MGL which will provide group-wide services to the Barking and Non-Banking Groups, such as risk
managemsant, financial operations, tax, human resources, company secretarial, business sesvices and
inforrnation technology.

in relation to employees, generally:
s Banking Group staff will be employed by Barking Group entities;

= Non-Banking Group and group-wide services staff in Australia will be transferred to the group-wide service
company; and

*  Non-Banking Group and group-wide services staff offshore will be transferred to ofishore Non-Banking
Group entities.

Certain ofishore Macguarie employees will be required by local regulations to be employed by specific local
eniities.

Corporate structure following Restructure

Shareholders

Macquarie Group Limited
Banking Group Non-Banking Group
BATRINGLIOIICS | Nen@mnngEhte Group-wide service company
Macquarie Bark Limited ] i Non-banking entities :
. I
I :
Banking entities b ;
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The initial composition of business activities of the Banking and Non-Banking Groups reflects the Board's desire
to achieve the Restructure obijectives while minimising the potential disruptive effects on the Macquarie Group's
proven business madel, culture, management structure and business approach. This principle has resulied in
keeping, where possible, the business groups of the Macquarie Group intact under the proposed Restructure.

Most of IBG will be initially transferred to the NMon-Banking Group as it is the main contributor of non-ELE
exposures, as descrived in Section 1.1. Therefore, following the Restructure, the Banking Group will continue to
have non-ELE exposures. These exposures will be within the normal regulatory limit.

In order to minimise business disruption, certain activities of EMG and TCG will also be transferred to the Non-
Banking Group as they are generally undertaken within regulated entities that will form part of the Non-Banking
Group. Certain IBG assets will initially rernain in the Banking Group because it is considerad impraciical to
transier these to the Non-Banking Group.

The initial composition of the Banking and Non-Banking Groups following the Restructure is shown below,

Macquarie Group governance and operations following Restructure

Macquarie Group Limited

prmmmemmmmmoo- e e e im e s mm e m s bmddmimrEsERATEmEmm A P :
' ¥
H Board +
L e e e :
bt it H
'
' Executlve Committee i
'
o o o o o e e mmmm e e . ———————— kA MR E LA AR AR AR e mmmeeasameneAmm————mmm = 1
Y R Group-wide services """“"---n--_l_
PP Risk Management Taxation Tl
- Financial Cperations Busness Servicas Tl
M Company Sacretasial Treasury 5
K Corporate Communications Business improvement & Strategy K
AT Human Resourcas Sattlemants L
Sl Information Technoiogy Investor Redations I
__________ Markets Operations ammem T
LR LIS TCTEPETEEPEE PP, LR T PRI RATAEEEREY v errmam e e amaan :
+ Banking Group A{ : i Non-Banking Group { ‘
! ER R oCH - : : § e YA WG SR
' - H ! . i '
: Macquaria Bank Limited : . Certain activities '+
: . . Investment Banking Group f s M
B T T L Pl rom: sl
Board . Lo — - B T -4
— Equity Markets Group'
- Treasury and
Civisions Commodties Grouo”

Banking &nd Securltisation

Funds Management Group

vl .
L Group (. i Corporate Finance Fnancial Procucts
S - Ll . :
Equity Markets Group Real Estate Group o : Macquaria Capdal Macauaria Securitiss
N ' : : France
Treasury and Commedities :
Financial Sarvicas Group Group : Investment Bankng Funds

......................................................................... e e e e i A ME A mmmm e ame e .+e— e —assamammassamera

Motes:
1Oftshore-focused trading, ntroduction, amangng, Sructing and related sarvices kr equity, equty dedvalive and related products
2U5-based broker dealer ectiviies, Asian Aulures execution and clearng, Asian orignation of treasury and commodity ransactions
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The restructured Macguarie Group will continue to undertake all the activities currently underiaken by MBI and
its subsidianes. The Macquarie Group will continue 1o opéerate as a diversified financial services institution
providing a full range of investment, financial market and advisory products and services in Ausiralia, prov ding
investment banking services in Asia, and having a focused presence in other intemational markets. Senio-
management and employees wilt not be materially affected by the Restructure.

The Banking Group and MGL will have corporate govemance and policy frameworks that meet APRA’s
requirements for both ADIs and NOHCs. The Banking Group and the Non-Banking Group will operate as
separate sub-groups within the Macquarie Group with clearly identifiable businesses, separate capital
requirements and discrete funding programmes. Although the Banking Group and ihe Non-Banking Grouo will
operaie as separate sub-groups, MGL will view both as integral to the Macquarie Group's identity and strategy.

The Banking and Non-Banking Groups will have dealings and interactions with each other. For example:
+  MBL will provide the Bridge Facility to MGL;

» the Non-Banking Group may wish to hedge iis exposures through swap transactions with the Banking
Group;

* certain securities trading activities;

s outsourcing arangements, such as the Non-Banking Group administering certain deals that for practcat
reasons will remain in the Banking Group following the Restructure (these are primarily Financial Products
and Macguarie Capital Finance assets which will be managed in run-ofi);

» the delivery of integrated capahilities to Macqguarie clients that combine the offarings of businesses within
the Non-Banking and Banking Groups; and

s the Non-Banking Group may introduce business to the Banking Group, which will decide whether 1o accept
such opportunities.

These interactions will be related party transactions and will be conducted on arms-length terms and conclitions,
in accordance with good gevemnance principles and APRA reguirements.

Going forward, Macquarie will continue tc monitor and review the appropriateness of the Macquarle Group
corporate struciure and may make changes in light of relevant factors including business growth, regulatory
considerations, market developmenis and counterparty considerations.

3.2 MACQUARIE GROUP LIMITED (MGL)

a) Description of board, management and functions

The governance arrangements at the MGL level will be very similar to those thai currently exist for MBL. The
composition of the MGL Board and Executive Committee will be identicat to the current membership of the MBL
Board and Executive Committee and will have carriage of the same issues.
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Immediately following the Restructure, the MGL. Board and Executive Committee will comprise the following
members:

David S Clarke {Non-Executive Chairman) Allan E Moss

Allan E Moss {Managing Director and Chief Executive Cfficer) Kim Burke

Laurence G Cox (Executive Director) Michae! Carapist
Peter M Kirby (Indspendent Nan-Execuive Director) Andrew J Downe
Catherine B Livingstone {Independant Non-Executive Director) Peter J Maher

H Kevin McCann (ndependent Non-Executive Dirsctor) Nick R Minogue
John R Niland {Independent Non-Executive Director} Nicholas W Moore
Helen M Nugent (Independent Non-Executive Diractor) W Richard Sheppard
Peter H Wame (independant Non-Executive Director) Greg C Ward

MGL's activities as a NOHC will be:
» providing ordinary equity and debt funding to Macquarie Group entities;

 obtaining funding {including hybrid and senior unsecured funding) for its own limited activiies and the
activities of Macquarie Group entities;

» investing surplus funds and managing its own liquidity;
e providing guarantees to group entities as permitted by APRA;

» managing ihe rigks associated with MGL's own funding and lending activities {including hedging of ‘own
funds’ capital);
« holding physical and intellectual propenty used by Macguarie Groug,; and

s providing group-wide services.
b) Interaction between MGL and the Banking and Non-Banking Groups

Continuation of central risk management

Strong risk management has been key to MBL's success over many years. Where risk is assumed, it is dong
within a calculated and controlled framework, The existing risk management framework, including control
systerns. will continue o apply across the Macquarie Group following the Restructure, and will be substantially
unchanged.

The Risk Management Group (RMG') will continue to be responsible for seeking to ensure approprigte
assessment and managernent of risks within the entire Macquarie Group.

The risk management principles followed by the Macquarie Group will continue to be;

» independence - RMG is independent of all other areas of the Macquarie Group, and reports directly to the
CEQ/Mznaging Director and the Board. The Head of RMG is a member of MGL's and MBL's Executive
Committees. RMG autharity is required for all material risk acceptance decisions. RMG idenlifies, auantifies
and assesses all risks and sets prudential limits. Where appropriate, these limits are approved by the
relevant Executive Committee and Board,

+ centralised risk management — RMG’s responsibility covers the whole of the Magcguarie Group, meaning i
can assess risks from a group-wide perspective and ensure a consistent apgroach across all areas:
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approval of all new business activities - entities in the Macquarie Group cannot undertake new businesses
or activities, offer new products or enter new markets or undertake significant change to existing products

or processes without BMG's approval;

continucus assessment — RMG continually reviews changes in risks brought about by both extemal

developments and internal circumsiances; and

frequent monitoring - centralised systems allow RMG io monitor cradit and market risks daily. RMG staff
liaise closely with other areas of the Macquarie Group to ensure that, should any limit breaches oceur, they

are immediately addressed, and escalated as necessary.

RMG comprises divisions covering credit, market, equity, liquidity, regulatory compliance and operational risks.
Internal Audit provides independent assurance to senior management and the Board Audit and Complianze

Commiltee on the adequacy and effectiveness of Macquarie's financial and risk management framework.

Group-wide services

The following senvices will be provided cn a group-wide basis to both the Banking and Non-Banking Groups:

The provision of some of these services will be regarded as material outsourcing arangements for the ADI,
MBL, under APRA's outsourcing regutations. They will therefore be subject to certain APRA requirements.

risk management;

financial oparations;

company secretarial;

corporate communications;

hurnan resources;

information services (including information techrology);
taxaticn;

business services;

reasury;

business improvement and strategy;
settlements;

investor refations; and

markets operations.

3.3 BANKING GROUP

a)

Business overview

Following the Restructure, the Banking Group will initially comprise the following business Groups:;

Banking and Securitisation Group {BSG';

Equity Markets Group {EMG’) (except for certain activities);

Financial Services Group (FSG');
Funds Management Group (FMG);
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e Real Estate Group {BEG'); and
+ Treasury and Commodities Group (TCG') (except for certain activities).

Upon Restructure, certain activities from EMG and TCG will be transierred to the Non-Banking Group. These
activities are described later in this section.

Certain assets of the Financial Products and Macguarie Capital Finance divisions within the Investment Banking
Group will remaln in the Banking Group because it is considered impractical to transfer these to the Non-
Banking Group.

b} MBL Board, management and personnel

MBL will have its own governance siucture, with a Board and Executive Committee responsible for focusing
exclusively on bank-specific issues. MBL will have its own Managing Director, who will sit on the MBL Board. In
all other respects, the membership of the MBL and MGL Boards will be the same and the Chaimman of the MGL
Board will also be the Chairman of the MBL Board. MBL's Executive Committee will comprise members of
MGL's Executive Committee excluding those executives whose primary responsibility relates io business
activities within the Non-Banking Group.

Immediately following the Restructure, the composition of the MBL Board and Executive Commitiee will be as
iollows:

David S Clarke (Non-Executive Chaimnan) W Richard Sheppard
W Richard Sheppard (MBL Managing Director) Allan E Moss

Altan E Moss (Executive Director) Kim Burke

Laurence G Cox (Executive Director) Andrew J Downe
Peter M Kirby (Independent Non-Executive Director) Peter J Maher
Catherine B Livingstone {Independent Non-Executive Director) Nick R Minogue

H Kevin McCann (independsnt Non-Exacutive Director) Greg C Ward

John R Niland {Independent Non-Executive Director)
Helen M Nugent (independent Non-Executive Directon
Peter H Wame {Independent Non-Executive Director)

As a subsidiary of MGL, MBL will act in a manner consistent with the overall strategy and risk management
framework of the Macquarie Group. However, in order {or any of MGL's decisions in relation to strategy, policies
and risk acceptance to apply to MBL, they musi first be endorsed by the MBL Board as prudent for an ADL

The MBL Board will be ultimately responsible for the sound and prudent management of the ADI, with due
consideration for the interests of deposii holders. The MBL Board will retain responsibility {or ensuring
compliance with APRA's AD! Prudential Standards, including the standards related to managing and coniroling
the ADI's dealings with related entities.

The interests of MGL and MBL are generally aligned. Nevertheless, there may be circumstances in which
conflicts may arise and under which the MBL Board may feel it is unable to act in the best interests of both MGL
and MBL. In order to manage any conflicts, processes will be in place to ensure amm's-length decision-making
by the boards of MGL and MBL. Where potential conflicts arise, management will ensure that Directors for the
relevant Board have sufficient information to manage conflicts appropriately. This may, for instance, be through
presentation of evidence of arm's-length terms, procuring an independent valuation or a third-party contractual
raviaw,

28 | EXPLANATORY MEMORANDUM




Maoquarie can rely on the experience and professionalism of its Directors in being aware of iheir obligations 1o
the shareholders of MGL and depositors of MBL, and that a majority of the members cn each of the MGL. and
MBL. Boards are classified as independent under the ASX Carporate Governance Council Guidelines.

¢) Banking Group business activities

The business groups that will form the Banking Group are as follows:

Banking Group .

MBL. Managing Director
W Richard Sheppard

Banking Group operational structure

Ll castiny/anc
Pacebovpe

Except for certain EMG and TOG activities.

These business groups overall have experienced strong growih over the last five years. Since 2002, the number
of staff has increased by over 75% with a correspending growth in operating income of more than 260%
including the contibution from the sale of investment in Gocdman Group ({GMG'), and 230% excluding this
contribution. The nexi chart illustrates this growth in staff and income.

Growth in combined* staff numbers and operating income (domestic and international)
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*Comprises BSG, EMG, FSG, FMG, REG and TCG. Represents total operating income excluding eamings on capital and after directly attributable costs
including fee and commission expenses.
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The next graph shows the relative contribution of each businass in the financial year ended 31 March 2007:

Contribution to combined* performance by business

Funds

Banking and
Financial Management  e.o itieation
Services 3% 8%

8%

Real Estate

Equity Markets 26%

22%

Treasury and

Commodities
33%

*Overall perfonmance comprises BSG, EMG, FSG, FMG, REG and TCG. Figures are derlved from management accounts and should be teken as a
guide only to relative contributions to overall performance. The calculation is before income tax and includes certain intamal management charges. The
caleulation excludes eamings on capital, certain corporate costs not recharged to operating Groups and staff profit share.

Banking and Securitisation Group

The Banking and Securitisation Group (BSG'} was formed in April 2007 when the Banking and Property Group
was separated inio two groups: Banking and Securitisation and Real Estate. BSG brings together Macquarie's
retail lending anc banking businesses. The business is active in;

¢ Mortgages — specialises in residential mortgage origination and funding in Australia, Canada, faly and the
US; and is one of Australia's largest issuers of residential mortgage-backed securities into domestic and
international markets.

+ Investment Lending — provides a comprehensive range of margin and protected lending products in
Australia and New Zegland and at 31 March 2007 was ranked No.1 and No.2 by market share in Australia
for protected lending and margin loans respectively.

» Relationship Banking — provides innovative banking services o successful small to medium-sized
businesses, professionals and high net worth individuals in Australia, Canada and the UK,

* Consumer Lending — acquired in July 2005. Distribules secured and unsecured personal loans in Australia
under muttiple brands through retailers, brokers and other intermediaries.

s Card Services — launchad Macqguarie’s first Australian credit card in April 2007, Planning to launch cthar
premium cards and offer a white tabel partnering capability,

As at 31 March 2007, BSG managed a loan and deposit portfolio in excess of A$36 bilicn and employed
1,012 staff in six countries.

Equity Markets Group

The Equity Markets Group (EMG') undertakes Macquarie's equity derivatives activities and principal trading in
global equity markets. EMG utilises its risk management skills to originate equity-based financial solutions and
products for retail, wholesale and institutional clients globally. It also operates Macquarie's equily finance and
hedge fund operations. EMG has four primary activities:
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* Equity Products — offers equity-linked investment, rading and risk management products to wholesale and
retail clients in Australia, Asia, Europe, the US and Latin America.

»  MQ Specialist Investrment Management — manages and delivers a range of single-strategy and multi-
strategy funds, funds of hedge funds and structured fund products to retail clients in Australia and
institutional clients globally.

» (Global Equity Finance — undertakes securities borrowing and lending as well as structured equity financing
activities in Australia, Asia, Furcpe and the US.

*  Altemative Strategies ~ formed in April 2007 in conjunction with Macquarie Securities. Offers equity
derivatives, access products and financing predominantly 10 Macquarie's hedge fund clients.

As at 31 March 2007, EMG employed 516 staff in 10 countries.

Certain EMG activities will be transferred to the Non-Banking Group upon Restruciure as these aclivities ae
generally undertaken within regulated entities that will form part of the Non-Banking Group. These aclivities
comprise offshore-focused trading, introduciion, arranging, structuring and related services for equity, equity
derivative and related products. The transier is intended to minimise business disruption. The financial
implications are not considered tc be material,

Financial Services Group

The Macqguarie Financial Services Group ('FSG') is the primary relationship manager for Macguarie’s retail client
base in Australia, New Zealand anc Thailand. FSG distributes financial services through a network of financial
advisers and directly to individuals. The business consists of two key Australasian-based divisicns:

+ Macquarie Adviser Senvices — manages relationships with external financial intermediaries and provides
sales service and product management of in-house and external products including retail superannustion,
cash management trust and insurance.

« Macqguarie Private Wealth {forrmery Macquarie Financial Services) - maintains direct relationships with
approximately 242,000 clients and provides a range of services including full-service stockbroking and
investment planning, online stockbroking, strategic financial planning, executive wealth management,
private banking and private porifolio management.

As at 31 March 2007, FSG had A$70.5 hillion in assets under administration, including A$14.1 bilion in Cash
Management Trust funds under administration, and employed 1,426 staff in three countries.

Funds Management Group

The Macquarie Funds Management Group (FMG") is one of Australia's largest fund managers and provides an
innovative range of investment sclutions 1o supsrannuation funds, corporations, financial advisers, plationrs and
retail investors in Australia and internationally.

As at 31 March 2007, FMG had funds under management of aver A383 hillion and employed 211 staff in six
countries.

Real Estate Group

The Real Estaie Group {REG') is a diverse, intemational business with a blend of real estate and financial
expertise across a number of focations and products. It offers a range of services including funds management,
wholesale equity raising, investment and development finance, development management, property
securitisation, asset management, advisory and research. REG consists of two divisions:

EXPLANATORY MEMORANDUM || 31




¢ Real Estate Structured Finance - a leading provider of full finance solutions for clients encompassing
development finance, acquisition and repositioning, tailored financing and structuring complex transactions,
actively pariicipating and investing in joint ventures with clients, and managing and sharing project risk.

s Real Estate Capital - a market leader in real estate management, development and fund management, deal
sourcing, advisory, structuring and financing, real estate securitisation and eguity capital raising, with
businesses located in Australia, Asia, the US, Africa, the Middle East and Europe.,

As at 31 March 2007, REG {and associates) managed in excess of A$23.6 billion in real estate fund assets and
employed 453 staff in 11 countries.

Treasury and Commodities Group

The Treasury and Commodities Group {TCG') is involved in a broad range of financial markets trading and
related activities in & growing number of markets. Globally, the business provides clients with over-the-counter
and structured hedging and financing solutions. It is recognised as a leader across a number of markets.

TCG consists of the following divisions:

» Metals and Energy Capital — offers price-making, derivative trading and financing in base and precious
metals and ather selected commaodities as well as financing io the oil and gas secior.

+ Foreign Exchange - provides services across all curency pairs and structured lerm hedging currency
solutions for Ausiralian and intemational clients.

s Debt Markets — originates, aranges and places debt for clients and is active in primary and secondary
trading markets for government, inflation-linked, corporate, globa! and asset-backed securities.

e Energy Markets - operates in North America, UK, Europe, Asia and Australia, providing risk management,
financing and selected physical commodity solutions to a broad customer base across the energy sector.

¢ Agricultural Commodities and Investor Products - provides tailored risk management, structured finance
commodity index and selected physical commodity soluticns to a global client base across the agricultural
industry.

e Treasury - respensitle for the management of the Macquarie Group's balance sheet, liguidity and interest
rate exposure,

« Futures - provides a full range of broking and clearing services for Australian and international exchange
traded derivatives markeals.

As at 31 March 2007, TCG employed 570 siaff in 12 countries.

Certain TCG activities will be transferred to the Non-Banking Group upon Restructure as they are generally
undertaken within regulated entities that will form part of the Non-Banking Group. These are US-based broker
dealer activiiies, including activities in debt, investor and structured products and structured financing; Asian
futures execution and clearing; and Asian origination oi treasury and commodity ransactions. The transter is
intended o minimise business disruption. The financial implications are not considered to be material.
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3.4 NON-BANKING GROUP

a) Business overview

The Non-Banking Group wil initially comprise most of the Investment Banking Group (1BG') plus certain EMG
and TCG activities.

BG

IBG brings together the Macquarie Group's wholesale structuring, advisory, underwriting, stockbraking and
speciaised funds management capabilities. IBG's structure also combines financial products and leasing
expertise with traditional investment banking activities, which is intended to enable the overall business to
maximise the potential of opportunities.

The divisions within IBG are:

» Corporate Finance — comprising advisory, equity capital markets, project finance, debt services, principal
activities, and certain specialist funds managemeant activities through a separate business called investment
Banking Funds (IBF);

s  Macqguarie Securities;
¢ Financial Producis; and
» Macquarie Capital Finance.

As at 31 March 2007, IBG employed more than 2,970 staif in 24 couniries, most of whom were based in
overseas offices.

A portion of the Financial Products and Macquarie Capital Finance assets that currently sit within 1BG will remain
in the Banking Group because it is considered impractical to transfer these to the Non-Banking Group.

EMG and TCG activities

Certain EMG and TCG activities will be transferred to the Non-Banking Group upon Restructure, as described in
Section 3.3. The financial implications are not consicered tc be material,

b) IBG business activities

IBG's operational structure, including the division heads, is as follows:

Investment Banking Group
Nicholas Moore

Prudential Corporate Macquarie Financial Macquarie Capital
John Hughes Finance Securities Products Finance
Michael Carapiet FRoy Laidlaw Michael Price Garry Farrell
John Roberts Qliver Yates

Fasedrch
Chags, Slteneidly

EXPLANATORY MEMORANDUM I 33




IBG has experienced significant growth over the last five years. A large proportion of this growth is driven by the
rapid expansion of IBG's international operations. The growth in IBG's staff and operating income, both domestic
and intermational, are represented below:

Growth in 1BG staff numbers and operating income
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! |
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2,500 + + 2,500
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— [
g &
g 1,500 + 1,500
£ :
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0 Domestic income M International income 2 Staft

Excludes earnings on capital and is after direcily attributable costs including fee and commission expeanses.

The next graph shows the relative contribution of each IBG division tc the overall performance of IBG in the
financial year ended 31 March 2007.

Contribution to IBG performance by division

Macquarie
Financial  Capital Finance
Products 3%

5%
Magcquarie Carporate
Securities Fnance
16% (incl. IBF)
76%

Figures are derived from management accounis and should be taken as a guide only to relative contributions to IBG's overall
performance. The calcufation is before income tax and includes certain internal management charges. The calculation excludes
earnings on capital, certain corporate costs not recharged to operating Groups and staff profit share.
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Corporate Finance

The Corporate Finance division initiates, structures, and executes a broad spectrum of transactions for
corporate, institutional, and government clients. Corporate Finance is a global provider of corporate advice and
senvices in relation to mergers and acquisitions, divestments, takeover responses, deht, listed and unlistad
equity and hybrid financing, capital management, structuring and project financing, and other strategic and
financial issues.

The separate IBF business within Corporate Finance manages a range of specialist funds which constitute: an
important part of the overall Corporate Finance strategy. Corporate Finance's ability to source and acquire
assets has allowed it tb develop a number of spacialist funds globally. As at 31 March 2007, IBF had a portfolio
of assets under managerment with an enterprise value of A$109 hillion,

Corperate Finance also conducts a number of principal investmentis on behalf of the Macquarie Group,
including principal asset acquisitions, minority equity stakes and stakes in IBF-managed funds.

As at 31 March 2007, Corporate Finance emploved more than 1,690 staff in over 32 offices.

Macquarie Securities

Macguarie Securities is a leading Asia Pacific cash equity business. It provides institutional and corporate
stockbroking services and equities research coverage to institutional investors globally.

As at 31 March 2007, Macquarie Securities had 725 staff located in 22 offices in 17 countries. It had global
membership of 18 exchanges.

Financial Products

Financial Products is a leasing/wholesale and retail structured product busingss across a range of asset
classes. A number of financial retail and high net worth funds and products are manufactured and distributed by
the business in Australia and intemationally. Financial Products also works with Corporate Finance in structuring
finance for a variety of transactions, and in coordinating the distribution of equity.

As at 31 March 2007, Financial Products employed 211 stafi in 15 offices in 11 countries.

Certain of the Financial Products assets will remain in the Banking Group because it is considered impraciical to
transfer these to the Non-Banking Group. Going forward, these existing assets will be managed in run-off based
on an am's length outsourcing arrangement between the Banking Group and the Non-Banking Group. New
Financial Products business is expected to be writien mainly in the Non-Banking Group.

Macquarie Capital Finance

Macquarie Capital Finance provides capital, finance and services to clients operating in a range of select
industries often in niche intemational markets. The division uses capital to acguire financial assets and ¢
acquire, manage and realise niche assets through their lifecycle. Macguarie Capital Finance's experience with
assets is used io deliver value and services to clients through the provision of asset management and risk
transfer solutions.

As at 31 March 2007, Macquarie Capital Finance employed 344 stafi in 29 offices in 17 couniries.

Certain of Macquarie Capital Finance's assets will remain in the Banking Group because it is considered
impractical to transfer these to the Non-Banking Group. Going forward, ihese existing assets will be managed in
run-off based on an anm's length outsourcing arangement between the Banking Group and the Non-Banking
Group. New Macquarie Capital Finance businass is expected to be writien mainly in the Non-Banking Grcup.
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c) IBG to be renamed following Restructure

The Investment Banking Group, being part of the Non-Banking Group, will be renamed following the
Restucture. This name change is to comply with APRA’s banking regulations that only permit ADls to use the
word “banking” in a business name.,

3.5 CREDIT RATINGS

Standard & Poor’s ('S&FP'), Moody's Investors Service (Mocdy's') and Fitch Ratings ('Fitch’) were engaged by
Macguarie to provide rating opinions on particular entities within the propesed restructured Macquarie Group.
The assessment by the Rating Agencies (S&P, Moocdy's and Fitch) was undertaken on the basis of information
provided by Macqguarie over a period of time leading up to this Explanatory Memorandum.

The provisional ratings advised by the Rating Agencies are based on an understanding of the likely framework in
which MGL and Macquarie Group will operate. To the exient that this framework alters materially prior to
implementation, this could affeci the final rating auicomes. The provisional ratings of the relevant entities within
the Macquarie Group following the Restructure have been advised by the Ralings Agencies (S&F, Moody's and
Fitch) as follows.

Credit ratings
Curent Expected fotlowing Restructure
Shert-termratings Long-term ratings Short-term ratings Long-term ratings
Entities S&P/Moody's/Fitch  S&P/Moody's/Fitch  S&P/Moody's/Fitch S&P/Moody's/Fitch
Macquarie Group Limited n.a. na. AZ/P1/F A-/n2/ A
Macquarie Bank Limited A1/PIFT A/AY/ A+ Ai/P1/F1 AATY At
Macquarie Intemational
Finance Limited A1/P1/F1 A-IA2IA A2/P1/F1 A-FA2IA
Non-Banking HoldCo n.a. na. A2/P1/F1 A-/B2/A

*Positive rating cutiook {Moody's).
Definitive ratings will be applied to the above entities by the Rating Agencies upon establishment of the
restructured Macguarie Group.

{Section 9.15 contains a description of the ratings from S&P, Moody's and Fitch.)
3.6 TRANSITION AND DEBT FINANCING ARRANGEMENTS

a) Funding requirement and objectives

Under the Restructure, MGL will be required to finance the initial transfer of the non-banking assets and
businesses from MBL to the Non-Banking Group. Following the Restructure, MGL will fund the growth of the
Non-Banking Group on an ongoing basis.

It will also be required to finance some of the non-ELE businesses that will remain within the Banking Group,
which will be faciitated through Macquarie Intemational Finance Limited (MIFLY), an internal funding vehicle of the
Macquarie Group.

MIFL was formed in 2004 to meet the funding requirements of non-ELE subsidiaries above the APRA allowed
prudential limits for MBL and will continue this function within the restructured Macquarie Group.
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As a wholly owned subsidiary of MBL, MIFL's activities are subject to the same risk management practices and
policies as the rest of the Macquarie Group, including asset quality, liquidity management, and capital
management. Macquarie provides management support at all times to MIFL's funding operations and activities.
(n addition, MIFL is subject to various rating covenants., MIFL may at some future time take ownership of equity
in non-ELE entities. in all other respects, MIFL will continue to conduct business as it has since its inception.

Following the Restructure, MBL will continue to fund its operations along similar lines to its existing practices.

As at 31 March 2007, MGL's pro forma net debt funding requirement was approximately A$12 billion. Tha
pro-forma drawn amount of this at the time was A9 bilion (see Section 4.2).

This net debt funding requirsment, together with the expected future growth requirements of the Non-Barking
Group and the businesses to be funded by MIFL, form the basis of the A$18 bilion funding commitment
obtained for MGL. How this furding commitment will be used is discussed in Section 3.6¢).

The Restructure financing plan has been established to meet the initial and expected ongoing funding
requirements of the Macquarie Group. Specifically, the plan sets out to achieve the following objectives:

e faciifate future growth of the overall group;

¢ provide a funding platform for MGL that will deliver execution certainty and ongoing cost effective funding;
and

s provide access io multiple markets and funding products to reduce reliance on any single source of
funding, thus reducing MGL's future refinancing risk.

b) Funding structure
There will be two funding vehicles in the market, MGL and MBL:
+  MQGL will provide funding to the Non-Banking Group and MIFL.

s  MBL wil provide funding io the Banking Group. Temn funding already raised by MBL will be unaffected by
ihe Restructure and will continue to remain outsianding. Proceeds received by MBL from MGL will be used
io repay MBL's short term liabilities as they mature.

MIFL will operate as an iniermal funding conduit to facilitate the funding of non-ELE business activities retaned in
the Banking Group. In the near term, MIFL intends to repay existing bank facilities and allow other external
liabilities to mature. Following maturity of these external liahilities, it is expected that MIFL will be interally funded.
The extent of funding provided by MGL to the Banking Group via MIFL will be subject to APRA limits and will be
on an ams-length basis,

The funding structure for MGL has been developed to maximise the Macquarie Group's ability to access global
funding markets and to generate intemal funding efficiencies.
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Following the Restructure, it is proposed that the Macquarie Group’s funding arrangemenis will operate under
the following structure:

Equity & Hybrid Equity

e Debt
Macquarie Group Limited

Equity Debt & Equity
4 ¥

Bentarg) Rekce Debt Nen-Beridng Hefitw

) Bridging Debt

Equity Debt & Equity

-4 I A4
DOebt & Hybrid EqUuilY e 3
[Bao ki ted] Equity
Debt & Equity i
—]’ Debt & Equity
ELE Non-ELE

subsidiaries subsidiaries

Although the Macquarie Group as a whole will operate under a group-wide capital, funding, liquidity, risk and
financial control framework, MGL and MBL will each have dedicated and independent funding, capital
management and liquidity management arrangements.

¢) Committed funding

The A$18 bilion funding commitment obtained by MGL comprises:

* A$S8 hillion senior unsecured bank debt financing (‘Bank Facility'); and
¢  A$10 bilion twe-year transitional bridge facility (‘Bridge Facility').

Binding commitrents for the Bank Facility with maturities ranging from one to five years have been received
from a group of major intemational and Australian financial institutions. A summary of the terms follows:

¢ Upto A$1.5 bilion in standby faciliies with a term of 364 days. The syndicated facilities have four optional
180 day extension pericds and are available for drawing in AUD, USD, EUR, GBP and JPY;

¢ Upto A$Z.4 bilion in revolving facilities with a minimum term of thres years. These faciliies have two
optional one year extension periods and ars available for drawing in AUD, USD, EUR, GBP and JPY: and

e Upto AB4.0 hilion in term facilities with a minimum term of three vears, These facilities have two optional
cne year extension pericds and are available for drawing in AUD, USD, EUR, GBP and JPY.

MBL will provide the Bridge Facility to MGL to facilitate the establishment of MGL's extemal funding profile in the
global debt capital markets. li is expected that the Bridge Facility will be fully repaid over a period of 12 10 24
months, during which time the refinancing through global capital markets issuance will be undertaken. This
transitional arrangement affords MGL flexibility to create a sustainabls, long term funding platform.
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MGL's borrowings will be longer term in nature compared to MBL. This funding profile will provide flexibility and
diversity which aligns with MGL's funding objectives, and is more consistent with that of non-ADI borrowers
generally.

Funding raised by MGL will be used to pay MEL for the transfer of assets from MBL to the Non-Banking Group
and to fund the future growih of the business. Payments by MGL to MBL for the transfer of assets will be usad
by MBL to retire short tenm lizbilities as they maiure. Otherwise, funds drawn down by MGL will remain within the
Macquarie Group upon restruciure. Accordingly, there will be no increase in the net debt of the Macquaria
Group as a result of the Restructure,

A consequence of the Restructure is an increase in the funding cost of MGL. as compared to MBL currently.
This is the resull of MGL having a credit rating lower than MBL, MGL not being an ADI {albeit still an APRA-
regulated entity), and the longer term nature of MGL's borrawings. Section 4 shows the financial impact of the
higher funding cost on the Macquane Group.

3.7 APRA REGULATION

a) Regulatory framework
Upon Restructure, the Macquarie Group will be regulated by APRA as follows:

- MGL - authorised as a NOHC, and will be a regulated entity for APRA purposes. MGL will be subject
to fewer regulations (by virtue of its limited activities) and less intensive supervision by APRA than i it
were a bank. APRA is still developing the prudential standards that will apply to NOHCs. However,
APRA and Macquarie have agreed a prudential framework, including the capital adequacy framework,
that will apply in the interim. Apart from this, no other prudential standards will apply unless expressly
stated within that prudential standard;

{Appendix D containg a copy of the APRA NOHC Authority which describes the interim prudential
framewaork, including the capital adeguacy framawork.)

- Banking Group - continuss to be subject t¢ the full range of APRA banking regulations; and

- Non-Banking Group - cther than certain badging and disclaimer reguirements, no prudential standard
wil apply unless expressly stated within that prudential standard.

APRA’s primary supervisory focus after the Restructure will be on MBL and its subsidiaries. However, APFA has
advised Macquarie that it will monitor the overall Macquarie Group and may increase the prudential requirements
it applies to MBL and the Banking Group if the conduct of the Macquarie Group as a whole places financial
strain on MBL.

b) Regulatory capital

MGL

MGL will be reguired 1o hold adequate capital to cover the risks for the whole Macquarie Group, including the
Non-Banking Group. APRA is still devetoping its policy iramework for supervising NOHCs. The new prudential
standards, including those for capital, are not expected until 2009 at the earliest. Macguarie and APRA have
agreed an interim capital adeguacy framework for MGL, based on Macquarie's Board-approved Economic
Capital Model and APRA's capital stendards for banks. This will apply until APRA's capital rules for NOHCs are
finalised and implerented. This interim framework results in no significant change to Macquarie's regulaiory
capital requirernent from that currently prevailing.
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Economic Capital Model

In the interim capital adequacy framework agreed with APRA, the essential slements of the Economic Capital Model are as
follows:

The Economic Capital Made! caleulates a measure Macguarie calls 'economic risk’ for use in capital adeguacy assessment,
This is the armount of capital and eamings required to protect Macquarie against insolvency to a standard commensurate with
its credit rating, and is calculated for each material companent of risk faced by Macquarie,

The compgnents that are relevant are

equity risk;

credit risk;

operational risk;
markel risk;
liquidity risk;

risk on intangible assets and equity investments forming part of business operations; and

risk on fixed asseis.

These components are summed, then adjusted for the impact of diversification between nsk types and forward eamings
stressed for a severe downtum.

Banking Group

The Banking Group will continue to be subject to APRA's banking capital requirements. 't will maintain capital
ratios in excess of APRA minimum requirements.

Non-Banking Group

The Non-Banking Group's risks, and the capital required to cover those risks, will be determmined using
Macguarie's Economic Capital Model. This capital will be held at the overall group leve! by MGL.

Regulatory capital reporting

The Macquarie Group will continue to report its regulatory capital ratios to APRA post Restruciure. At present,
these ratios reflect MBL's position as the head entity of the Macquarie Group, and therefore show the group's
consolidated regulatory position.

Following the Restructure, the Banking Group's capital ratios will reflect the smaller consolidated group of entities
held by Banking HoldCo, including MBL.

Based on the pro-forma financial information for the year ended 31 March 2007, the Banking Group's regulatory
capital ratios as if the Restructure were in place on that date would have been as follows:

o Tier1: 8.7%
« Total capital: 15.2%

(Further information on the measurement of regulatory capital and Tier 1" capital is in Section 7.2 of the
Inclependent Expert's Report under the heacing ‘Capital adequacy and prudentiat regulation’.)
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After 31 March 2007, equity transactions which have occurred include the May 2007 placement and share
purchase plan of approximately AF8238 million. These have not bsen included in the above ratios.

Following the Restructure, MGL will separately be required by APRA tc report regulatory capital for the group
under the interim capital adequacy framework.

c} Implications of APRA regulation following the Restructure

The Restructure will mere appropriately align Macguarie's business activities with APRA's regulaiory framework,
as discussed in Section 2.2b).
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4 FINANCIAL INFORMATION

4.1 INTRODUCTION

a) Overview

This section presents a sumimary of financial information showing the effect of the proposed Restructure of the
Macqguarie Group. Reiemed to collectively as the ‘Financial information’, it includes:

« pro-forma consolidated batance sheet as at 31 March 2007 as if the Restructure were in place on that
date;

« pro-forma consolidated income statement for the year ended 31 March 2007 assuming that the
Restructure was in place on 1 April 20086;

« assumptions and noies ¢n the adjusiments refevant to the above; and
« reconciliation of these pro-forma financials to the Macguarie Bank 2007 Financial Report.

This Financiat Information is provided far illustrative purposes only. It does not represent what Macquarie's
financial results actually would have teen if the Restructure had in fact occurred on the dates above. It is not
representative of the financial results for any future period.

The Financial Information has been reviewed by PricewatarhouseCoopers Securities Limited whose nvestigating
Accountant's Report relating to this information is included in Section 5.

b)  Basis of preparation

The Financial Information set out in this Explanatory Memorandum has been prepared in accordance with the
recognition and measurement principles of Australian Accounting Standards (which includes Australian
interpretations by virtua of AASB 1048), the Corporations Act, the Corporations Regulations and the historical
cost convention exceapt as cthenwise stated.

The Financial information is presented in an abbreviated form and therefore it does not comply with all
presentation and disclosure requirements of Australian Accounting Standards applicable to annual reports
prepared in accordance with the Corporations Act.

The accounting palicies adepted by entities within the Macquarie Group are unchanged irom those policies
adopted by MBL and its controlled entities as reported in Note 1 io the Financial Statements of the Macquarie
Bank 2007 Financial Report.

The Macquarie Group’s accouniing policies specific to the proposed Restructure include:

e Investments in controlled entities — MGL accounts for its investment in MBL as an acquisition in exchange
for issuing new MGL Shares and Options. MGL initially recognises its investment in controlled entities at an
amount equal to the fair value of MBL Shares and Options outstanding at the Implementation Date.

s Subsequent to the Restructure, MGL's investment in controlled entities continues 1o be carried at cost. i
there are any indications that the investment may be impaired, then MGL will estimate the investment's
recoverable amount based on the present value of the invesiment’s future cash flows. If MGL's estimate of
the recoverable amount is less than the investment's carrying value, MGL will immediately recognise an
impairment logs for the difference. Indicators of impairment include significant changes in the market,
economic or legal environments that would have an adverse impact on the investment's future cash flows.
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¢ Reverse acquisition — the Restructure is accounted for as a reverse acquisition in MGL's consolidated
financial statements, with MBL identified as the acqguirer in accordance with AASE 3: Businass
Cornbinations. While MGL reflects its investment in controlled entities at fair value at the date of acquisition
in its parent entity financial statements, the MGL consolidated financial staterenis are prasented as a
continuation of the Macquarie Group that includes both the Banking and Non-Banking Groups.

c)  Ability to pay dividends
There is no impact on MGL's capacity to pay dividends following the Restructure.

Under saction 254T of the Corporations Act, the parent entity of a consolidated group can only declare
dividends to its extemal shareholders out of its standalone profits. MGL has sought a modification to the
reguirements of section 254T of the Corporations Act, so that pre-Restructure proiits of the Banking or Non-
Banking Groups will be available for distribution as a dividend 1o MGL Shareholders. The modiftcation sought
alse excludes any future impaiment losses arising from MGL recognising its investments in controlled entities at
fair value at the dats of Restructure, when determining profits for the purpose of declaring a dividend.

The international Accounting Standards Board (1ASBY) is currently considering the accounting treatmenit for
restructuras where a holding company is inserted at the top of a group. At their July 2007 meeting, the IASB
indicated they would issue an exposure draft proposing that such transactions be accounted for using previcus
book values, and to not reset investmeants in controlled entities 1o fair value. The potential effect of such a
change to the accounting rules would mean that MGL may no longer need to rely on the modificaticn noted
above.

d) Methodology used to determine post-Restructure Financial Information

Macquarie is proposing to Implement a Restructure of the Macguarie Group under which a new listed NOHC,
MGL, will be established as the uitimate parent of the Macquarie Group comprising two separata groups:

+ aBanking Group which will comprise the activities of the Banking and Securitisation Group, Equity Markets
Greup (except for certain activities), Financial Services Group, Funds Management Group, Real Estate
Group and Treasury and Commedities Group (except for certain activities); and

» aNon-Banking Group which will comprise most of the activities of the Investment Banking Group and
certain EMG and TCG activities.

MGL will also include services entities providing group-wide services o Doth the Banking and Non-Banking
Groups. These services will include risk management, financial contral, information technolegy, settlements,
taxation, treasury, human resources, company secretarial and corperate communications. For the purpose of
these pro-forma financial statements, these service entities have been included in the Nen-Banking Group.

The proposed Restructure will involve the transfer of certain entities and assets from MBL and other controlled
entities to the newly formed Non-Banking Group.

As explainad in Section 3, certain assets of Financial Products and Macguarie Capital Finance will remain in the
Banking Group because it is considered impractical te transfer these to the Non-Banking Group. Conversely,
certain EMG and TCG activities will operate in the Non-Banking Group.

Section 3 containg a more detailed description of the Macqguarie Group following the Restructure, including the
activities of the Banking and Non-Banking Groups and the debt refinancing arangements.
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Employment arrangsments for Macquarie staff after the proposed Restructure will result in staff, and their
associated employment costs and provisions, being assigned to efther the Banking cr Non-Banking Group
depending on thelr business area.

Group-wide sarvice costs, including employment costs and other operating expenses will be appropriately on-
charged to the Banking and Non-Banking Groups on a representative basis {i.e. based on usage). Profit share
has been allocated to each group based on its respective contribution io profit after tax,

This Financial Information is based on the proposed initial split of controlled entities and assets (described in
Secticn 3}, and the proposed arrangements with respect to employment and other operating costs.

4.2 PRO-FORMA CONSOLIDATED BALANCE SHEET AS AT 31 MARCH 2007

The pro-forma consclidated balance sheet has been prepared 1o illustrate the split of the assets, liabilities and
equity of the Banking Group, the Non-Banking Group, MGL and the consclidated Macquarie Group at 31
March 2007 assuming the proposed Restruciure was in place on that date.

The pro-forma consolidated balance sheet has been prepared as follows:

s The consolidated balance shest for MBL at 31 March 2007 has been split into the Banking and Non-
Banking Groups in accordance with the proposed Restructure as if it were in place at 31 March 2007,

» The senvice entities which provide group-wide services to the Banking and Nen Banking Groups have been
included within the Non-Banking Group.

« Certain equity fransactions occurring after 31 March 2007 have not been includad in the pro-forma balance
sheet on the basis that they are not connecied with the propcsed Restructure. These post balance date
transactions include the May 2007 placement and share purchase plan cf approximately A$829 million and
the daclaration and subsequent payment of the Macquarie Group's 2007 final dividend of A$482 milion.
The equity of MBL has baen split betwesn the Banking and Non-Banking Groups. This has been reflected
as a reduction of capital irom the Banking Group to MGL. MGL has subsequently injected this capital into
the Non-Banking Group as a capital contribution,

+ The Non-Barking Group, as well as certain Banking Group non-ELE entities, ars funded by external debt
facilities via MGL as if they were in place at 31 March 2007,

¢  Certain pro-forma adjustments have been made to reflact proposed operating and funding arangements.
Ses Section 4.4 for mcre detail.

The pro-forma MGL standalone balance sheet has been prepared as follows:;

¢ MGL has recognised the issus of MGL Shares and MGL Options to existing MBL Sharshelders and MBL
Optionholders under the scheme at their fair value on 7 Septermber 2007, The share price used to value
MGL Shares and MGL Options was A$71.39 (as at 7 September 2007) and was applied to the
approximately 254 million MGL Shares and 34 million MGL Options outstanding at 31 March 2007.

e MGL is reguired initialty to record its investment in the Banking and Non-Banking Groups at fair value. Any
future impaiment in these investments will be brought to account as an expense within the MGL parent
entity income statement. Secticn 4.1¢) explainsg how this will not impact the Macquarie Group's ability to
pay dividends.

¢  Reccgnition of MGL's investment in the Banking and Non Banking Groups at fair value in its parent entity
balance sheet will be eliminated on consolidation.

The information that follows has been extractad from the audited financial information of MBL and its controlied
entities contained within the Macquarie Bank 2007 Financial Report.
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As at 31 March 2007 (A$ million

Macguarie Pro-forma
Bank Adjustment to
Group Banking  Non-Banking Pro-forma Macguarie Bank
Statutory Group Group Consolidation  Conselidated Group Statutory
Accounts Consolidated  Consolidated MGL  adjustments MGL ACCounts
ASSETS
Cash and balances with central banks 3 3 - - 3 -
Due from banks 5,120 4,166 4,240 8,408 2,286  4.4a)
(Cash ccllateral on securities bomowed
and reverse repurchase agreements 25,809 25,447 462 25,009 -
Trading portfolio assets 15,518 15,282 236 15,518 -
L.oan assets held at
amortised cost 45,786 42,904 2,802 45,798
Other financial assets at fair value
through profit and loss 2779 2,526 253 2.779 -
Derivative {inancial instrumenis -
positive values 11,913 11,880 63 11,913
Other asseis 10,444 5,027 5,417 10,444
Invastment securities available for sale 5,080 5,188 892 - 6,060
Intangible assets 100 90 10 - 100
Life invesiment contracts
and cther unit holder assets 5,847 5,854 {7) 5,847
Interast In associates and joint
ventures using the equity method 4,071 1,737 2,334 4,071
Property, plant and eguipment 378 68 310 - - 378
Investments in controlied entities - 18,875 (18,875) -
Deferred income tax assets 457 33 424 - - A57
Assets and disposal groups classified
as held for sale 954 43 951 - - 994
Intercompany receivables - - 5,154 {8,154} - -
TOTAL ASSETS 136,389 120,288 18,394 28,029 {28,036) 138,675 2,286
LABILTES
Due to banks 4,127 3,078 1,049 - 4,127
Cash collateral on securities fent and
repurchase agreements 7,489 7,435 54 - 7.489
Trading portfolio liabllities 15,922 15,868 54 - 15,922
Derivative financial instruments —
negative values 11,069 11,003 66 - 11,089
Deposits 12,403 12,371 232 - - 12,403 -
Debt issued at amortised cost 51,365 42,8908 1,674 9,069 - 53,651 2,286 4.4a)
Other financial kabilities at fair value
through profit and 10ss 5,652 5,636 16 - 5,557
Other liabifities 11,958 6.580 5,368 - 11,958
Curent tax liabilities 132 - 47 85 - 132
Life investiment contracts and other
unit holder kabilities 5,781 5,781 - 5,781
Provisions 163 93 60 - 153
Deferred income tax liabilities 78 33 45 - 8
Liabilities of disposal groups classified
as held for sale 170 - 170 - - 170
Loan capital 2,671 2,871 - - - 2,671
Intercompany payables 2747 6,407 - 9,154) - - '
TOTAL LIABIUTIES 128,870 115,814 15,242 8,154 19,154) 131,156 2,286 ‘
NET ASSETS 7,519 4,374 3,152 18,875 {18,882) 7.519 ‘
EQUITY ‘
QOrdinary share capital 3,103 103 3,000 18,129 {18,129) 3,103
Treasury shares (7) - {7 {7) \
Macquarie Income Securiles 391 399 - 391 ‘
Convertible debentures - - - ‘
Reserves (inciuding share based |
payment reserve) 380 238 142 - - 380
Oplion reserves - - 748 (746) - ‘
Retained eamings 2,795 2,795 - - 2,785 !
Minority intarest 857 847 10 - - BEY
TOTAL EQUITY 7,519 4,374 3,152 18,875 (18,882) 7,519
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4.3 PRO-FORMA CONSOLIDATED INCOME STATEMENT FOR THE YEAR

ENDED 31 MARCH 2007

The pro-forma consolidated income statemant has been prepared to llustrate the financial performance cf the
Banking and Non-Banking Groups, and the consclidated Macquarie Group for the year ended 31 March 2007,
assuming that the preposed Restructure was in place at 1 April 2006.

The pro-forma consolidated income statement has beesn prepared as follows:

the consolidated income statement for MBL for the year ended 31 March 2007 has been split into the
Banking and Ncn-Banking Groups in accordance with the proposed Restructure as if it were in place at 1
April 2006;

the service entities providing group-wide services have been included in the Non-Banking Group,

the Non-Banking Group, as well as certain Banking Group non-ELE entitiss, are funded by external debt
facilities via MGL as if they wers in place at 1 April 2006;

the impact of the one-off costs of implementing the propcsed Restructure has been excluded from the pro-
forma consolidated incoma statement (these costs are estimated to totat AB27 million after income tax (net
of profit share)); and

certain pro-forma adjustments have been made (¢ reflect proposed operating and funding arangements
(see Section 4.4 for details).

As MGL is a non operating holding company and because all costs are fully recharged to the Barking or Non-
Banking Groups as appropriate, this entity has been excluded from the following consolidated income
statement,
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For the year ending 31 March 2007 (A$ million)

Pro-forma

Adjustment to
Macquarie Magcquarie
Bank Group Non-Banking Pro-forma  Bank Group
Statutory Banking Group Group Consdlidation Consolidated Statutory
Accounts  Consolidated Consclidated  adjustments MGL Accounts
Net interest income 728 610 61 671 (57) 4.4b)
Fee and commission income 3,540 855 2,722 37) 3,540 -
Net irading income 1,047 929 118 1,047 -
Share of net profits of
associates and joint ventures
using the equity method 242 198 44 242 -
Other operating income 1,676 724 952 1,676 -
Impairment charges (52) (40) (12} {52) -
Total operating ingome 7,181 3,276 3,885 37} 7.124 (57)
Empioyment expenses (3,733) (1,708) {1.982) (3,700) 33 4.4b)
Brokerage and commission
expenses {421) {335) {123) 37 421) -
Ccecupancy expenses {226) {118) (110) (226) -
Non-salary technology
expenses {163) (92) (71) (163) -
(Other operating expenses {710) {308) {414) (720) (1Q) 4.4b)
Total operating expenses {5,253) (2,557) (2,710) 37 (5,230) 23
Operating profit before
income tax 1,928 719 1,175 - 1,894 (34)
Incoms tax expense (377) {61) {305) (366) 11 4.4h)
Profit from ordinary activities
after income tax 1,851 €58 870 - 1,628 23)
Profit attributable to minority
interests {57) {55) (2) - (57) -
Profit attributable to equity
holders 1,494 603 868 - 1,471 (23)
Distributions paid or provided
on Macquarle Income
Securities {31) {31) - - (31)
Profit attributable to ordinary
equity holders 1,463 572 868 - 1,440 23)
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4.4 RESTRUCTURE ADJUSTMENTS TO PRO-FORMA CONSOLIDATED
BALANCE SHEET AND INCOME STATEMENT COMPARED TO MACQUARIE
BANK 2007 FINANCIAL REPORT

a) Balance sheet

The Non-Banking Group and the Banking Group will, as part of their respeactive liquidity rmanagement strategies,
hold cash and liquid assets to cover contingencies and unforeseen market conditions. In complying with these
liquidity requirements, the Non-Banking Group will be reguired to hold an additional A$3.1 billicn of liguid assets
which will be funded, via MGL, by additional external debt facilities. There will also be a reduction in the liquidity
requirements of the Banking Group of AF0.8 billion.

b) Income statement
The adjustments ccmprise the following:

MGL's cost of funding is expected ic be higher than that of MBL. The pro-forma income staterment for MGL
assumes an increasad funding cost, inclusive of debt arrangemeant fee amortisation, and net ¢of eamings cn the
additional liquid assets of A$57 milion (A$19 million after profit share and income tax). This estimated cos:is
based on indicative rates assumed under current market conditions. Actual costs wil vary depending on
prevailing markst conditions.

» (Ongoing additional operational costs resulting from the Restructure are not expected to be greater than
AE10 million (AS4 milion after profit share and incorna tax).

* The consolidated Macquarie Group's profit share and tax expense have been reduced given the add tional
expenses incurred by the Macquarie Group in the pro-forma income statement.
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PricewaterhouseCoopers
Securities Ltd

ACN 003 311 617

ABN 54 003 311 617

Holder of Australian Financial
Services Licence No 244572

Darling Park Tower 2

et i
Private and Confidential 201 Sussex Street

Macquarie Bank Limited GPO BOX 2550
MNo. 1 Martin Place SYDNEY N3SW 1171
Sydney NSW 2000 Efsf;.f;’d"“y
Attention: The Board of Directors W, pWe. com/ay

Telephone +61 2 8266 0600
Facsimile +E1 2 8266 99399

11 September 2007

Dear Directors

Subject: Investigating Accountant’s Report on Historical Financial Information

We have prepared this report on historical financial information of Macquarie Bank Limited (*MBL")
for inclusion in an Explanatory Memorandum dated on or about 13 September 2007 ("the EM")
relating to the restructure of MBL into a non-operating holding company (“NOHC") structure with
separate banking and non-banking activities (collectively referred to as the “Separated
Businesses").

Expressions defined in the EM have the same meaning in this report.

The nature of this Report is such that it should be given by an entity which holds an Australian
Financial Services licence under the Corporations Act 2001. PricewaterhouseCoapers Securities

Ltd is wholly owned by PricewaterhouseCoopers and holds the appropriate Australian Financial
Services licence,

Scope

You have requested PricewaterhouseCoopers Securities Lid to prepare an Investigating
Accountant’s Report (the Report) covering the following information:

Historical financial information

i) proforma consolidated income statements of the Separated Businesses for the year
ended 31 March 2007

ii) proforma consolidated balance sheets of the Separated Businesses as at 31 Maich
2007 as if the separation had occurred at that date

(collectively the Histarical Financial information)

which assumes completion of the contemplated tfansactions disclosed in Section 4 of the EM (“the
pro forma transactions”).
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This Report has been prepared for inclusion in the EM. We disclaim any assumption of
responsibility for any reliance on this Report or on the Historical Financial Information to which it
relates for any purposes other than for which it was prepared.

Scope of review of Historical Financial Information

The Historical Financial Information set out in Section 4 of the EM has been extracted from the
audited financial statements of MBL, which were audited by PricewaterhouseCoopers that issued
an unqualified audit opinion on the financial statements. The Historical Financial Information
incorporates such pro forma fransactions and adjustments as the Directors of MBL considered
necessary to reflect the operations of the Separated Businesses going forward. The Directors of
MBL are responsible for the preparation of the Historical Financial Information, including
determination of the pro forma transactions and adjustments,

We have conducted our review of the Historical Financial Information in accordance with Australian
Auditing Standard AUS 902 “Review of Financial Reports”. We made such inquiries and performed
such procedures as we, in our professional judgement, considered reasonable in the
circumstances including:

. an analytical review of the financial performance of the Separated Businesses for the
relevant historical period

. a review of work papers, accounting records and other documents

. a review of the adjustments made to the historical financial performance

. a review of the assumptions which include the pro forma transactions used to compile the
pro forma batance sheet

. a comparison of consistency in application of the recognition and measurement principles

in Accounting Standards and other mandatory professional reporting requirements in
Australia, and the accounting policies adopted by the Separated Businesses disclosed in
Section 4 of the EM, and

. enquiry of directors, management and others.

These procedures do not provide all the evidence that would be required in an audit, thus the level

of assurance provided is less than given in an audit. We have not performed an audit and,
accordingly, we do not express an audit gpinion.

Review statement on Historical Financial Information

Based on our review, which is not an audit, nothing has come to our attention which causes us to

believe that:
. the pro forma balance sheet has not been properly prepared on the basis of the pro forma
transactions
J the pro forma transactions do not form a reasonable basis for the pro forma balance sheet
) the Historical Financial Information, as set out in Section 4 of the EM does not present
fairly:
{a) the pro forma historical income statement of the Separated Businesses for the year
ended 31 March 2007; and
(b) the historical and pro forma balance sheet of the Separated Businesses as at

31 March 2007
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in accordance with the recognition and measurement principles prescribed in Accounting
Standards and other mandatory professional reporting requirements in Australia, and accounting
policies adopted by MBL disclosed in Section 4 of the EM.

Subsequent events

Apart from the matters dealt with in this Report, and having regard to the scope of our Report, to
the best of our knowledge and belief no material transactions or events outside of the ordinary
business of the Separated Businesses have come o our attention that would require comment on,
or adjustment to, the information referred to in our Report or that would cause such information to
be misleading or deceptive.

Independence or disclosure of interest
PricewaterhouseCoopers Securities Ltd does not have any interest in the outcome of this issue

other than the preparation of this Report and participation in due diligence procedures for which
normal professional fees will be received.

Financial Services Guide
We have included our Financial Services Guide as Appendix A to our Report. The Financial

Services Guide is designed to assist retail clients in their use of any general financial product
advice in our Report.

Yours faithfully

lan Hammond
Authorised Representative of
PricewaterhouseCoopers Securities Ltd
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PRICEWATERHOUSECOOPERS SECURITIES LTD
FINANCIAL SERVICES GUIDE

This Financial Services Guide is dated 11 September 2007

About us

PricewaterhouseCoopers Securities Ltd (ABN 54 003
311 617, Australian Financial Services Licence no
244572} ("PwC Securities”) has been engaged by
Macquarie Bank Limited (" MBL ") to provide a report
in the form of an Independent Accountant’s Report in
refation histerical financial information (the “Report™)
for inclusion in the Explanatory Memorandum dated 11
September 2007

You have not engaged us directly but have been
provided with a copy of the Report as a retait client
because of your connection to the matters set out in
the Report.

This Financia! Services Guide

This Financial Services Guide ("FSG") is designed to
assist retail clients in their use of any general financial
product advice contained in the Report. This FSG
conlains information about PwC Securities generally,
the financial services we are licensed to provide, the
remuneralion we may receive in connecticn with the
preparation of the Report, and how complaints against
us will be dealt with,

Financial services we are licensed to provide

Our Australian financial services licence allows us to
provide a broad range of services, including providing
financia! product advice in relation to various financial
progucts such as securities, intesests in managed
investment schemes, derivatives, superannuation
products, foreign exchange contracts, insurance
products, life products, managed investment schemes,
government debentures, stocks or bonds, and deposit
products.

General financial product advice

The Report contains only general financial product
advice. It was prepared without taking into account
your personal objectives, financial situation or needs.

You should consider your own objectives, financial
situation and needs when assessing the suitability of
the Report to your situation. You may wish to obtain
persenal financial product advice from the holder of an
Australian Financial Services Licence to assist you in
this assessment.
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5 Fees, commissions and other benefits we may

receive

PwC Securities charges fees to produce reports,
including this Repont. These fees are negotiated and
agreed with the entity who engages PwC Securities to
provide a report. Fees are charged on an hourly basis
or as a fixed amount depending on the terms of the
agreement with the person who engages us. In the
preparation of this Report our fees are based on the
time expended by the various personnel assigned to
the engagement.

Directors or employees of PwC Securities,
PricewaterhouseCoopers, or gther assoclated entities,
may receive partnership distributions, salary or wages
from PricewaterhouseCoopers.

Associations with issuers of financial products
PwC Securities and its authorised representatives,
employees and associates may from time to time have
relationships with the issuers of financial products. For
example, PricewalerhouseCoopers may be the audilor
of, or provide financial services to, the issuer of a
financial product and PwC Securities may provide
financial services to the issuer of a financial product in
the ordinary course of its business.
PricewaterhouseCoopers are the auditors of MBL.

Complaints

If you have a complaint, please raise it with us first,
using the contact details listed below. We will
endeavour to satisfactorily resolve your complaint in a
timely manner. In addition, a copy of our Internal
coemplaints handling procedure is available upon
request.

If we are not able to resolve your complaint to your
satisfaction within 45 days of your written notification,
you are entitled to have your matter referred to the
Financial Industry Complaints Service ("FICS"), an
external complaints resolution service. You will not be
charged for using the FICS service.

Contact Detalls

PwC Securities can be contacted by sending a letter to
the following address:

IL Hammond

201 Sussex Street, Sydney NSW 2000
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KPMG Corporate Finance {Aust) Pty Ltd ABN: 43 007 363 215
Australian Financial Services Licence No. 246901 Telephone: +61 2 9335 7030
10 Shelley Street Facsimile: +61 2 9335 8021
Sydney NSW 2000 DX: 1056 Sydney

www. kpmg.com.au
P O Box H&67
Austratia Square 1213
Australia

The Directors
Macquarie Bank Limited
1 Martin Place

Sydney NSW 2000

10 September 2007

Dear Directors

Independent expert report and Financial services guide

Introduction

Macquarie Bank Limited (MBL) is proposing a restructure which involves the establishment of
a non-operating holding company (NOHC), whereby Macquarie Group Limited (MGL) will
become the ultimate parent of the current group of companies comprising MBL (Proposed
Transaction). Essentially, the existing operating entities comprising MBL will be separated such
that there will exist a Banking Group (including MBL) and a Non-Banking Group. Immediately
after the Proposed Transaction, and conditional upon implementation of the Proposed
Transaction, MBL will undertake an equal capital reduction (Capital Reduction) whereby:

« the capital of MBL is reduced by $3.0 billion

« the capital deducted from the capital base of MBL. is transferred to MGL to capitalise the
operations of the Non-Banking Group.

Under the Proposed Transaction:
¢«  MGL will be a new publicly listed company.

e Each share and option in MBL will be exchanged for an equal number of shares and options
in MGL.

e The Banking Group will continue to be subject to the full range of Australian Prudential
Regulation Authority (APRA) regulation as an authorised deposit-taking institution (ADI).

¢  MGL will be authorised as a NOHC, and will be a regulated entity for APRA purposes.
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o The Non-Banking Group will no longer be subject to regulation as an ADI by APRA but
will be subject to a reduced regulatory regime relating to certain badging and disclaimer
requirements.

s There will be no major change to group strategy or key management as a result of the
restructure.

The Proposed Transaction will be effected by way of two Schemes of Arrangement (the
Schemes), one for MBL shareholders (the Share Scheme) and one for MBL optionholders (the
Option Scheme). The following approvals are required.

e The Share Scheme must be approved by a majority in number of shareholders voting (either
in person or by proxy), and by at least 75 percent of the votes cast on the Share Scheme
Resolution, and subsequently approved by the Court.

e The Option Scheme must be approved by a majority in number of optionholders voting
(either in person or by proxy), representing at least 75 percent of the value of the MBL
options in respect of which votes are cast on the Option Scheme Resolution, and
subsequently approved by the Court.

implementation of the Share Scheme and the Option Scheme is also conditional upon:

e approval of the Capital Reduction

¢ receipt of the approval requested from the Australian Treasurer, in a form satisfactory to
MBL (which MBL expects to receive).

The board of MBL has requested KPMG Corporate Finance (Aust) Pty Ltd (KPMG or the
Expert) to provide an independent expert report (the Report) in relation to the Proposed
Transaction, indicating whether in our opinion the Proposed Transaction is:

e in the best interests of shareholders (in the case of the Share Scheme)

e in the best interests of optionholders (in the case of the Option Scheme).

We have also been requested to consider:

e whether the Capital Reduction is fair and reasonable from the perspective of MBL’s
shareholders as a whole

e whether the Capital Reduction would materially prejudice MBL’s ability to pay its creditors.
We note that this report forms part of the Explanatory Memorandum, to be dated on or around

13 September 2007, prepared by MBL for the shareholders and optionholders. Details of the
Proposed Transaction are set out more fully in the Explanatory Memorandum.
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Summary of opinion
Opinion

[n cur opinion the Proposed Transaction:

* isin the best interests of the MBL shareholders

* is in the best interests of the MBL optionholders.

Further, the Capital Reduction:

» s fair and reasonable from the perspective of MBL’s shareholders as a whole

» would not materially prejudice MBL’s ability to pay its creditors, being those creditors
which will remain creditors of MBL after the separation of MBL into the Banking Group
and the Non-Banking Group.

‘We note that the implementation of the Proposed Transaction is conditional upon receipt of the
approval requested from the Australian Treasurer, in a form satisfactory to MBL (which MBL
expects to receive). Accordingly, this Report has been prepared on the basis that such approval
will be obtained.

The Share Scheme and the Option Scheme

In forming our opinion, we have considered the advantages and disadvantages likely to result
from the implementation of the Proposed Transaction, as well as the consequences of not
implementing the Proposed Transaction. Our analysis has focussed on those issues which we
consider are most likely to influence a shareholder or optionholder to approve or not approve
the Proposed Transaction. These issues are summarised below and discussed in more detail in
the remainder of the report.

Rationale

MBL’s business model is increasingly driven by offshore and non-banking growth. This is
evidenced by income from international sources increasing by 70 percent in the year ended 31
March 2007 and amounting to 55 percent of MBL’s total operating income (excluding earnings
on capital).

As an ADI, all MBL businesses are currently required to comply with the regulations for ADIs

as set out by APRA. APRA’s regulations for ADIs have increasingly acted to limit the ability of

an ADI to conduct business in subsidiaries. In particular, in June 2003 APRA implemented a
new regulation for ADIs, requiring them to comply with maximum exposures for non extended
licensing entities (non-ELEs).

Of particular relevance is APS 222 — “Associations with Related Entities” (APS 222) which
covers the exposure of an ADI to non-ELEs. MBL presently operates in excess of APRA’s
normal non-ELE limits for ADIs. However, MBL has sought and received advice from APRA
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providing a cap that is higher than the normal limit to its intra-group exposure limit pursuant to
APS 222 and it currently operates under that cap. The cap is conditional upon MBL proceeding
with a restructure.

MBL has considered a number of alternatives in order to comply with APRA’s regulatory
requirements.Of the alternatives considered, the establishment of a NOHC structure is
considered by MBL to offer the most sustainable, cost effective way of:

¢ Establishing a flexible framework within which MBL can continue to evolve

- the NOHC structure is a framework that allows banking and non-banking activities to
co-exist under the same parent entity without unduly restricting MBL’s future options.

» Providing a framework which allows differing MBL businesses to operate under appropriate
regulatory and operating environments

- create the flexibility to enable those businesses that will benefit from the removal of
banking type regulatory constraints to do so (although such businesses will remain
subject to a reduced regulatory regime from APRA)

- retain the benefits of the banking licence for those businesses that require it.

Process
If the Proposed Transaction is approved:
e cach MBL ordinary shareholder (other than certain foreign shareholders) will transfer his or

her MBL shares to MGL. In consideration for this transfer, MGL will issue an equal number
of shares to the outgoing MBL ordinary shareholders

s all MBL options will be cancelled in consideration for the issue of an equal number of MGL
options on equal terms.

We summarise our principal considerations of the various aspects of the Proposed Transaction
as follows.

Operational implications

o The Proposed Transaction does not entail any alteration to MBL’s strategy (were the status

quo position an option),

o The Proposed Transaction provides an organisational structure that would provide MGL
with the flexibility to continue to pursue growth in the regions and markets in which it
operates, while facilitating compliance with APRA regulations:

- The Banking Group will continue to be subject to the full range of APRA banking
regulations.

58 I EXPLANATORY MEMORANDUM




fA\v /oy VT i L.
Macquarie Bank Limited
Independent expert report and Financial services guide

10 September 2007

- MGL will be subject to fewer prudential requirements (by virtue of its limited activities)
and less intensive supervision by APRA than if it were a bank and, other than certain
badging and disclaimer requirements, no ADI prudential standards wili apply to the
Non-Banking Group.

- The capital adequacy requirements for an ADI (which presently apply to the entire
business and which will continue to apply to MBL) will be supplemented by
requirements for the NOHC to hold sufficient capital for the group.

- APS 222 will predominately not apply to MGL or the Non-Banking Group, other than
certain badging and disclaimer requirements.

- It allows those businesses which benefit from operating within an ADI to continue to do
50.

» Some investors and/or market observers may consider that the implementation of the
Proposed Transaction may result in an increase in the risk profile of MGL (relative to the
current risk profile of MBL) as a result of?

- the expected lower credit ratings of MGL and the non-bank holding company as
compared to MBL although we also note that MGL and the Non-Banking Group are
expected to hold credit ratings classifted as investment grade

- the reduced APRA regulation applicable to the Non-Banking Group. .

In addition we note that MBL management has informed KPMG that there will be no
material change to the current risk management framework, which will apply to both the
Banking Group and the Non-Banking Group as well as MGL itself (although we also
understand some small changes to the current framework are likely to occur reflecting the
removal of most APRA regulations as they apply to ADIs from the Non-Banking Group).

After considering these factors, together with the discussion in the remainder of this Report,
we are of the view that the risk associated with an investment in MBL/MGL should not
materially change as a result of the implementation of the Proposed Transaction.

»  The Proposed Transaction is likely to consume less managerial resources than any attempt
to meet APRA’s ADI regulations through *small” on-going restructuring efforts. In effect,
the Proposed Transaction provides a ‘one oft” significant restructuring with minimal
disruption leaving management the ability to ‘fine tune” the structure in the future if
required.

o The Proposed Transaction is likely to provide minimal disruption to the culture and business
approach of MBL.

»  With minimal organisational disruption, the Proposed Transaction allows business managers
in the Non-Banking Group to focus on growing and developing their businesses.

EXFLANATCRY MEMORANDUM l 59




Macquarie Bank Limited

Independent expert report and Financial services guide
10 September 2007

Financial implications

Restructure approval from the Treasurer will provide MGL the ability to continue paying
dividends to shareholders out of pre-restructure profits of MBL and its subsidiaries.

The ability of MGL to frank its dividends pursuant to Australia dividend imputation system
has been confirmed by the ruling received from the Australian Taxation Office (ATO)
although there remains a risk that in certain circumstances and in the absence of changes to
international accounting standards MBL may not be able to frank distributions unless they
are sourced from the pre-restructure profits and reserves of MBL and its subsidiaries.

Shareholders should be entitled to claim the franking credits for Australian tax purposes if
they have held their MGL shares for 45 days “at risk’ since the implementation of the
Proposed Transaction. In this regard a related disadvantage of the Proposed Transaction is
that MBL/MGL. intend to defer the interim dividend for the 2008 financial year from
December 2007 to January 2008, providing shareholders the opportunity to satisfy any
holding period requirement.

The value of MBL/MGL shares is not likely to be materially effected by the implementation
of the Proposed Transaction as compared to a status quo position.

The Proposed Transaction should have no adverse implications for MBL’s/MGL’s future
growth or share price volatility in comparison to a status quo position in which no
restructuring is required.

There is no increase in net debt.

The Banking Group will continue to be regulated as an ADI by APRA. While APRA is still
developing its policy framework for supervising NOHCs, MGL’s capital position will be
subject to interim arrangements as agreed with APRA',

MBL does not expect any return of capital to investors as a result of the Proposed
Transaction.

Most MBL shareholders who receive MGL shares as part of the Share Scheme will receive
roll over relief for Australian tax purposes, such that the Proposed Transaction should not
trigger any Australian tax liability for those MBL shareholders.

A foreign sale facility has been established for certain ineligible offshore shareholders.

Most MBL optionholders may choose to receive roll over relief for Australian tax purposes
in relation to options received as part of the Option Scheme.

! Refer to Appendix D to the Explanatory Memorandum.

SOI
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Optionholders prejudiced by the Proposed Transaction will be compensated by MGL.

Disadvantages (not already referred to elsewhere)

MBL have estimated that the one-off costs associated with the Proposed Transaction are in
the order of $27 million after tax, including stamp duty, tax, advisory fees, and the
compensation of optionholders prejudiced by the Proposed Transaction referred to above,

Neither MGL nor the Non-Banking Group will be an ADI. As such they will not benefit
from the funding profile of an ADI and their funding costs are likely to increase. However
we note that both MGL and the Non-Banking Group are expected to have an investment
grade credit rating, one notch below that of MBL. MBL has estimated the on-going
additional funding cost to MGL/Non-Banking Group based on the pro-forma financial
position as at 31 March 2007 to approximate $19 million after tax, including the
amortisation of the arranging fees in relation to funding for the Non-Banking Group.

There is expected to be additional on-going costs associated with the administration of the
new group structure in the order of less than $4 miliion per annum after tax.

There remains residual risk that the implementation of the Proposed Transaction may not
eventuate as anticipated, potentially exposing shareholders and optionholders to additional
unforseen costs or other consequences.

Other considerations

MBL will continue to be regulated as an ADI.

There will be continuity between the MBL tax consolidated group pre-restructure and the
MGL tax consolidated group such that the restructure of the Banking Group and the Non-
Banking Group should not generally give rise to any adverse Australian income tax issues.

The Proposed Transaction entails minimal disturbance to management, enabling them to
concentrate on implementing their respective business strategies.

Implications if the Proposed Transaction does not proceed

L]

The status quo is not an option in order for MBL to pursue its current strategy for growth
and comply with APRA’s ADI regulations as they relate to non-ELE exposures. Should the
Proposed Transaction not be approved, management would need to seck an alternative
resolution such as those discussed earhier, none of which were considered as attractive as the
implementation of a NOHC structure..

The costs associated with bringing the Proposed Transaction to shareholders and
optionholders will have been incurred without any benefits being derived.

Additional costs would be incurred in formulating any alternative proposal {(which may or
may not need to be put before shareholders and optionholders for approval). Shareholders
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and optionholders would also be subject to further implementation risks associated with any
alternative proposal.

The Capital Reduction
Shareholders

Based upon our approach in determining whether the Share Scheme is in the best interests of
shareholders then, for the reasons set out above, we are of the view that the Capital Reduction is
fair and reasconable to shareholders.

Creditors

In forming our opinion on the Capital Reduction, we have been instructed by MBL to assume
that the Capital Reduction will be implemented at a time when MBL has been separated into the
Banking Group and the Non-Banking Group in the manner contemplated in the Explanatory
Memorandum. Therefore we have considered the interests of those MBL creditors which will
remain creditors of MBL after the implementation of the Proposed Transaction. The principal
matters which we have considered in determining that the Capital Reduction will not materially
prejudice MBL's ability to pay these creditors include:

e our analysis of the Proposed Transaction, as summarised above

o after the Proposed Transaction and Capital Reduction, the Banking Group will remain a
substantial business:

e the ‘Tier 1’ capital ratio (refer section 7.2) remains well above MBL’s regulatory
requirement

+ the total capital ratio remains well above MBLs regulatory requirement

+ MBL’s expected short and long term credit ratings will be identical before and after the
Proposed Transaction and Capital Reduction.

We have not considered those MBL creditors that are transferred to the Non-Banking Group
upon implementation of the Proposed Transaction.

General Advice
This advice has been prepared for those parties entitled to vote on either the Share Scheme, the

Option Scheme or the Capital Reduction. In forming our opinion on:

¢ the Proposed Transaction, we have considered the interests of the MBL shareholders as a
whole and the MBL optionholders as a whole

e the Capital Reduction, we have considered the interests of the MBL shareholders as a whole
and those creditors of MBL that will remain creditors of MBL after the separation of MBL
into the Banking Group and the Non-Banking Group.




2.5

fia\ v/ |2 i T
Macquarie Bank Limited

Independent expert report and Financial services guide
10 September 2007

The advice does not consider the financial situation, objectives or needs of individual MBL
shareholders or optionholders. It is neither practical or possible to assess the implications of the
Proposed Transaction on individual MBL shareholders or optionholders as we do not know their
specific financial circumstances.

The decision of MBL shareholders or optionholders as to whether or not to vote in favour of the
Share Scheme or the Option Scheme (as appropriate) is a matter for individual MBL
shareholders or optionholders respectively based on, amongst other things, their risk profile,
location, liquidity preference, investment strategy and tax position. Individual MBL.
shareholders or optionholders should therefore consider the appropriateness of our opinion to
their specific circumstances before acting on it.

As an individual’s decision to vote for or against the proposed resolutions may be influenced by
his or her particular circumstances, we recommend that individual shareholders consult their
financial adviser.

This report has been prepared solely for the purpose of assisting MBL shareholders or
optionholders in considering the Share Scheme, the Option Scheme or the Capital Reduction as
appropriate. We do not assume any responsibility or liability to any other party as a result of
reliance on this report for any other purpose.

Other

Our opinion is based solely on information available as at the date of this report, as set out in
Appendix 2. We note that we have not undertaken to update our report for events or
circumstances arising after the date of this report other than those of a material nature which
would impact upon our opinion.

All currency amounts in this report are denominated in Australian dollars unless otherwise
stated.
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This letter is a summary of KPMG’s opinion as to the merits or otherwise of the Proposed
Transaction and the Capital Reduction. This opinion should be read in conjunction with, and not
independently of, KPMG’s detailed report and appendices attached.

Yours faithfully

«

Ian Jedlin Michael Jones
Executive Director Director
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Financial services guide

Dated 10 September 2007

KPMG Corporate Finance (Aust) Pty Ltd ABN 43 007 363 215 (KPMG or we or us or our as
appropriate) has been engaged to issue general financial product advice in the form of a report to be
provided to you.

Financial Services Guide

In the above circumstances we are required to issue to you, as a retail client, a Financial Services Guide
(FSG). This FSG is designed to help retail clients make a decision as to their use of the general financial
product advice and to ensure that we comply with our obligations as financial services licensees.

This FSG includes information about:

®  Who we are and how we can be contacted

®  The services we are authorised to provide under our Australian Financial Services Licence,
Licence No: 246901

e Remuneration that we and/or our staff and any associates receive in connection with the general
financial product advice

*  Any relevant associations or relationships we have
¢ Qur complaints handling procedures and how you may access them.

Financial services we are licensed to provide

We hold an Australian Financial Services Licence, which authorises us to provide financial product
advice in relation to:

¢ Interests in managed investments schemes (excluding investor directed portfolio services)

®  Securities (such as shares and debentures).

We provide financial product advice by virtue of an engagement to issue a report in connection with a
financial product of another person. Our report will include a description of the circumstances of our
engagement and identify the person who has engaged us. You will not have engaged us directly but will
be provided with a copy of the report as a retail client because of your connection to the matters in respect
of which we have been engaged to report.

Any report we provide is provided on our own behalf as a financial services licensee authorised to
provide the financial product advice contained in the report.

General Financial Product Advice

In our report we provide general financial product advice, not personal financial product advice, because
it has been prepared without taking into account your personal objectives, financial situation or needs.

You should consider the appropriateness of this general advice having regard to your own objectives,
financial situation and needs before you act on the advice. Where the advice relates to the acquisition or
possible acquisition of a financial product, you should also obtain a product disclosure statement relating
to the product and consider that statement before making any decision about whether to acquire the
product.
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Benefits that we may receive

‘We charge fees for providing reports. These fees will be agreed with, and paid by, the person who
engages us 1o provide the report. Fees will be agreed on either a fixed fee or time cost basis.

Except for the fees referred to above, neither KPMG, the KPMG Partnership, nor any of its partners,
executive directors, directors, employees or related entities, receive any pecuniary benefit or other beneflt,
directly or indirectly, for or in connection with the provision of the report,

Remuneration or other benefits received by our employees

All our employees receive a salary. Our employees are eligible for bonuses based on overall productivity
but not directly in connection with any engagement for the provision of a report,

Referrals

‘We do not pay commissions or provide any other benefits to any person for referring customers to us in
connection with the reports that we are licensed to provide.

Associations and relationships

Through a variety of corporate and trust structures KPMG is ultimately controlled by and operates as part
of KPMG’s Australian professional advisory and accounting practice {the KPMG Partnership). Our
executive directors may be partners in the KPMG Partnership.

From time to time KPMG, the KPMG Partnership and/or entities related to the KPMG Partnership may
provide professional services, including audit, tax and financial advisory services, to financial product
issuers in the ordinary course of its business.

Complaints resolution

Internal complaints resolution process

As the holder of an Australian Financial Services Licence, we are required 1o have a system for handling
zomplaints from persons to whom we provide financial product advice. All complaints must be in writing,
addressed to The Complaints Officer, KPMG, PO Box H67, Australia Square, Sydney NSW 213,

When we receive a written complaint we will record the complaint, acknowledge receipt of the complaint
within 15 days and investigate the issues raised. As soon as practical, and not more than 45 days after
receiving the written complaint, we will advise the complainant in writing of our determination.

Referral to External Dispute Resolution Proposed Scheme

A complainant not satisfied with the outcome of the above process, or our determination, has the right to
refer the matter to the Financial Industry Complaints Service Limited (FICS). FICS is an independent
company that has been established to provide free advice and assistance to consumers to help in resolving
complaints relating to the financial services industry.

Further details about FICS are available at the FICS website www fics.asn.au or by contacting them
directly at: Financial Industry Complaints Service Limited, PO Box 579, Collins Street, West
Melbourne VIC 8007 or Toll free: 1300 780 808 or by Facsimile: (03) 9621 2291

Contact details
You may contact us using the details set out at the top of our letterhead on page | of this report.

EXPLANATORY MEMORANDUM I 67




Macgquarie Bank Limited
Independent expert report and Financial services guide
10 September 2007

The Proposed Transaction and Capital Reduction
Introduction
The Proposed Transaction involves establishing a new listed entity, MGL, as the ultimate parent

of the current MBL group of companies. The restructure will be implemented by:

o all MBL ordinary shares being transferred to MGL in consideration for the issue of an equal
number of MGL ordinary shares

¢ all MBL options being cancelled in consideration for the issue of an equal number of MGL
options.

Should the Proposed Transaction be approved by both shareholders and optionholders
(collectively securityholders) and the Court, the structure of the conglomerate is anticipated to
look as follows:

Figure 1: NOHC structure
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Some equity market activities
Equity Markets Offshore focused trading, introduction,
arranging, structuring and related
services
Financial Services

Some treasury & commodities activities

Funds Managament United States based broker dealer
activities, Asian futures execution and
Real Estate clearing and Asian origination of treasury
and commadity transactions

Treasury & Commodities

Source: MBL
In relation to the diagram above, we note:

e  MGL will be a tisted entity and will be listed on the securities market operated by ASX
Limited (ASX).
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»  MBL, the current listed entity will become the head operating company for the Banking
Group.

¢ Shared services such as risk management, corporate affairs and information services will be
available to both the Banking and Non-Banking Group.

» Some assets associated with the investment banking operations may remain in the Banking
Group (refer section 3.2).

The Proposed Transaction is conditional upon approval of the Capital Reduction and
incorporates the following features:

e  MGL will be authorised to operate as a regulated entity by APRA,
»  MGL will comprise both a Banking Group (including MBL) and a Non-Banking Group:
- both groups of legal entities will be owned by MGL
- the legal entities used by Macquarie’s various business units will be located in either the
Banking or Non-banking Groups of subsidiaries, thus ensuring clarity as to (i) where the
various business lines are conducted and (ii) the risk profile of each group of
subsidiaries
- the Banking Group will continue to be subject to APRA regulation as an ADI
- MGL will be a regulated entity for APRA purposes
- MGL will be subject to fewer prudential requirements (by virtue of its limited activities)
and less intensive supervision by APRA than if it were a bank and, other than certain
badging and disclaimer requirements, no ADI prudential standards will apply to the
Non-Banking Group
- the capital adequacy requirements for an ADI (which presently apply to the entire
business) will, as noted above, continue to apply to MBL but will be supplemented by
scparate capital requirements for the NOHC to hold sufficient capital for the group

- APS 222 will predominately not apply to MGL or the Non-Banking Group

- where any financial or other linkages exist between legal entities in each group, these
will generally be subject to arm’s-length arrangements

- MGL will be the sole provider of ordinary share capital for the Banking Group. MBL,

may raise Residual Tier 1 Capital (Hybrid Capital) or Tier 2 Capital (refer section 7.2)
from either MGL or directly from parties outside the conglomerate group.
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» The NOHC will engage in the following activities:
- providing ordinary equity and debt funding to group companies
- raising funds to conduct its own limited activities and the activities of group entities
- investing funds (e.g. surplus capital) on behalf of other group companies
- providing guarantees as permitted by APRA
- managing the risks associated with MGL’s funding and lending activities
- holding physical and intellectual property used by group companies
- providing other group wide services.

o the Banking Group will be able to function as a separate legal group, capable of identifying
at all times its assets and liabilities, revenues and expenditures, and its risk profile, separate
from the rest of MGL.

* governance arrangements will be established such that the operations of the Banking Group
(inctuding the ADI) will be distinguishable from those of the Non-Banking Group and
MGL. Most importantly, the compliance framework proposed will enable clients to identify

clearly their dealings with the Banking Group and the Non-Banking Group.

Immediately after the Proposed Transaction, and conditional upon the Proposed Transaction
being implemented, MBL will undertake the Capital Reduction whereby:

o the capital of MBL is reduced by $3.0 biltion

¢ the capital deducted from the capital base of MBL is transferred to MGL to capitalise the
operations of the Non-Banking Group.
Mechanics of restructure

The Proposed Transaction incorporates two inter-related transactions:
¢ the establishment of MGL as the head entity

« the establishment of a Non-Banking Group (by way of transfer of assets and entities from
MBL).

Establishment of MGL as the head entity

The proposed mechanism by which MGL will become the ultimate parent company are two
Schemes of Arrangement under Part 5.1 of the Act. A Scheme of Arrangement is a plan which,
once approved, binds a company’s members or creditors to some form of rearrangement of their
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rights and obligations. Importantly, the scheme will bind even those members or creditors who
do not vote in favour of it. Separate schemes are reguired for shareholders and optionholders.
The critical element of the Scheme of Arrangement procedure is the approval of the Share
Scheme and the Option Scheme at meetings convened by the Court for that purpose.

Establishment of a Non-Banking Group

Certain assets and entities associated with the business units to be located in the Non-Banking
Group (Transfer Assets) will be transferred from MBL. The potential broad types of assets
include:

s physical assets

e shares and securities in controlled entities

= contracts with third parties that contain benefits and/or burdens on each party

» financial products and securities in unaffiliated entities.

The transfer of Transfer Assets to the Non-Banking Group will be effected through a number of
means, including:

¢ by simple transfer of shares in subsidiaries

s contract-by-contract novation (with counterparty consent).

However due to, amongst other reasons, certain administrative complexities, it is highly likely
that certain Transfer Assets will continue to reside in the new Banking Group (and not be

transferred to the Non-Banking Group).

Capital Reduction

Following the Proposed Transaction, MGL will comprise a Banking Group and a Non-Banking

Group, the latter of which will require capital to facilitate its on-going operations. It is proposed
that immediately after the Proposed Transaction, and conditional upon the Proposed Transaction
being implemented:

e the ‘total equity’ of MBL as reflected in the pro-forma balance sheet will be reduced from
$7.5 billion to $4.4 billion, reflecting a capital reduction of $3.0 billion and a reduction in
reserves of $0.1 biilion (reflecting the Non-Banking Group’s share of MBL’s reserves)

s the $3.0 billion capital reduction from MBL will be transferred to MGL

*  MGL will use the funds to fund the operations of the Non-Banking Group

s the Non-Banking Group will use the funds as part of the consideration to acquire the

businesses which will comprise the Non-Banking Group from MBL.
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Approvals
At the date of this Report, MBL has obtained the following regulatory approvals:

e APRA authorisation of MGL as a NOHC

¢ ATO binding tax rulings confirming the application of amended Australian tax legislation to
ensure there is continuity of the Australian tax consolidated group (refer section 5.3) to
MGL and its Australian shareholders

e an ATO ruling to confirm that MGL is able to pay frankable dividends out of realised pre-
restructure retained earnings and most reserves of MBL and MBL’s subsidiaries

s various relief and confirmations from the Australian Securities and Investments
Commissions {ASIC) and ASX

= tax rulings or other sufficient tax comfort in major jurisdictions to confirm, where
appropriate, the taxation treatment of the various transactions proposed under the Schemes

e offshore regulatory consents relating to the re-structure (although consents for certain
jurisdictions are vet to be finalised at the date of this report).

MBL has also applied for restructure approval from the Treasurer pursuant to section 36B of the
Financial Sector (Business Transfer and Group Restructure) Act 1999, including a restructure
instrument that provides relief from certain requirements of the Act. The Proposed Transaction
is conditional upon receipt of this approval, in a form satisfactory to MBL. Accordingly, this
Report has been prepared on the basis that such approval will be obtained.

MBL has advised us that:
e implementation of the Proposed Transaction will not proceed if the approval is not obtained
e it expects the Treasurers approval, in a form satisfactory to MBL.

We also note that MBL has received a draft class ruling confirming that Australian resident
MBL shareholders who receive MGL shares as part of the Share Scheme will receive roll over
relief for Australian tax purposes in respect of any gains derived or losses incurred by the
Australian sharcholder (subject to Court approval of the Share Scheme).

Transfer of shares

Under the Share Scheme, each MBL shareholder (other than certain foreign shareholders) will
transfer his or her MBL ordinary shares to MGL. In consideration for this transfer, MGL will
issue an equal number of shares to the outgoing MBL shareholders.

Restrictions in certain foreign jurisdictions make it impractical or unlawful to issue MGL shares
to MBL shareholders in those countries. MBL shareholders who are residents of those
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jurisdictions will not be eligible to participate in the Share Scheme. They will automatically
participate in the foreign sale facility’.

Immediately prior to the implementation of the transfer of MBL shares under the Share Scheme,
MBL shares held by ineligible foreign shareholders will be transferred to a sale facility agent
without the need for any further action by foreign shareholders (MBL will have been appointed
as the attorney of foreign shareholders under the Share Scheme). The sale facility agent will
then participate in the share scheme in respect of those MBL shares and receive MGL shares.
These MGL shares will subsequently be sold by the sale facility agent and the sale proceeds
distributed to ineligible foreign shareholders,

Cancellation of options

If the Proposed Transaction is approved, all MBL options will be cancelled in consideration for
the issue of an equal number of MGL options on equal terms.

Basis of Assessment

This Report has been prepared by KPMG for inclusion in the Explanatory Memorandum to
accompany the notice of meeting to be sent to the MBL shareholders and/or optionholders in
relation to meetings to be held on or around 25 October 2007. The purpose of the meetings is,
amongst other things, to seek shareholder and optionholder approval for the Share Scheme and
the Option Scheme respectively as well as shareholder approval for the Capital Reduction.

Technical requirements
Proposed Transaction

An independent expert report prepared for the purpose of a Scheme of Arrangement between a
company and its shareholders should be prepared in accordance with Section 411 of the Act and
the guidance provided by ASIC. Section 411(3) of the Act requires that an explanatory
statement issued in relation to a proposed scheme of arrangement under Section 411 of the Act
include information that is material to the making of a decision by a creditor or member as to
whether or not to agree with the relevant proposal.

Part 3 Schedule 8 of the Corporations Regulations specifies that the information to be lodged
with ASIC must, where the parties to the reconstruction have common directors, include a
report prepared by an expert stating whether, in the expert’s opinion, the proposed scheme of
arrangement is in the best interests of the members of the body as a whole and setting out the
expert’s reason(s) for forming that opinion.

Palicy Statement 75 “Independent Expert Reports to Shareholders™, 1ssued by ASIC, indicates
the principles and matters which it expects a person preparing an expert report for inclusion in
an explanatory statement to consider in determining whether the Scheme of Arrangement is “in

! MBL have advised us that a relatively small number of shareholders will be impacted in this way.
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the best interests of the members”., With respect to determining the meaning of “in the best
interests™ paragraph 6 of Policy Statement 75 states:

“Fair and reasonable” should be taken as a reference to “in the best interests of the members”.

Whilst this does not indicate that ASIC considers “fair and reasonable” to have the same
meaning as “in the best interests of members” we consider that an analysis undertaken under the
concepts of “fair” and “reasonable” as expressed in Policy Statement 75 is consistent with
determining whether a proposal is “in the best interests of members”.

As to the concepts of “fair” and *“reasonable”, Policy Statement 75 requires a separation so that
both concepts must be addressed and concluded upon separately in the expert’s report. Policy
Statement 75 indicates that an offer should be considered “fair” if the value of the consideration
is equal to or greater than the value of the securities that are the subject of the offer. The offer
should be considered “reasonable™ if it is “fair”.

In the case where an expert forms the opinion that the offer is not “fair”, the expert may still
form the opinion that the proposed transaction is “reasonable” because of other relevant factors.

In the present circumstances we are of the view that, given the effect of the Proposed
Transaction, a valuation of MBL (as contemplated by the consideration of ‘fairness’) is not
required as:

e the ultimate impact of the Proposed Transaction is that the relative ownership interests of
shareholders and optionholders in MGL will not change as a consequence of the
implementation of the Proposed Transaction’

e the purpose of the Proposed Transaction is primarily to:

- provide MGL with the flexibility to continue to pursue growth in the regions and
markets in which it operates

- enable the Banking Group to comply with APRA’s ADI regulations as they apply to
non-ELE exposures

- enable the Banking Group and the Non-Banking Group to pursue their respective
strategic objectives and business plans

e MBL’s strategic focus and direction, as compared to the status quo, is not altered by the
implementation of the Proposed Transaction.

Further, based upon the above, we are also of the view that the value of MBL/MGL shares is not
likely to be materially effected by the implementation of the Proposed Transaction. Therefore,
in considering whether the Proposed Transaction is in the best interests of the MBL

? Other than with respect to ineligible overseas shareholders, who will be cashed out after the transaction date.
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sharcholders and optionholders, KPMG has considered the reasonableness of the Proposed
Transaction having regard to its advantages and disadvantages. Consequently, KPMG’s opinion
is necessarily based upon its judgement rather than specifically quantifiable benefits and reflects
its view as to the implications of the Proposed Transaction to MBL. shareholders and
optionholders.

Capital Reduction

Section 256B of the Act allows a company to reduce its share capital by way of a capital
reduction where the reduction:

» s fair and reasonable to the company’s shareholders as a whole
o does not materially prejudice the company’s ability to pay its creditors
e is approved by shareholders under Section 256C.

There is no mandatory requirement for an independent expert report to be prepared in relation 10
a capital reduction. In forming our opinion as to whether the proposed capital reduction is fair
and reasonable to shareholders, we have relied upon our analysis undertaken as to whether the
Proposed Transaction is in the best interests of shareholders.

In forming our opinion that the Capital Reduction does not materially prejudice MBL’s ability
to pay its creditors, we have had primary regard to MBL’s ongoing ability to meet its creditor
obligations. In this regard we have considered the likelihood of a material adverse event
occurring and whether if such an event occurred, the Capital Reduction would materially
prejudice the MBL’s ability to pay its creditors, including depositholders. We note that MBL
have advised us that no cross guarantees will exist between MBL and MGL.

In forming our opinion on the Capital Reduction, we have been instructed by MBL to assume
that the Capital Reduction will be implemented at a time when MBL has been separated into the
Banking Group and the Non-Banking Group in the manner contemplated in the Explanatory
Memorandum. Therefore we have considered the interests of those MBL creditors which will
remain creditors of MBL after that separation has occurred.
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Factors considered in determining our opinion
In forming our opinion in relation to the Share Scheme, we have considered the following

1Ssues;

e the reasons for MBL entering into the Proposed Transaction, including pursuing its current
strategy for growth and compliance with APRA’s ADI regulations as they apply to non-ELE
exposures

e the financial implications on the operations of MBL if the Proposed Transaction proceeds,
including:

- the effect on dividends attributable to existing shareholders
- capital adequacy requirements

e other factors associated with the Proposed Transaction, including the potential taxation
consequences for MGL as well as the existing MBL shareholders and optionholders

e the implications for MBL sharcholders if the Proposed Transaction is not implemented.
In forming our opinion in relation to the Option Scheme, we have considered the following:

¢ those issues impacting shareholders (as set out above) to the extent that they also relate to
optionholders

* any other issues which may relate only to optionholders.

As the Proposed Transaction is designed to enable MBL/MGL to pursue the current strategy as
well as comply with relevant APRA (and other) regulations, rather than achieve the desired
outcomes through a change in strategy, we do not believe it is appropriate for our opinion to
focus on the MBL share price or movements therein.

Disclosure of information

In preparing this Report, KPMG has had access to all financial information considered
necessary in order to provide the opinion requested. MBL has requested KPMG limit the
disclosure of some commercially sensitive information relating to MBL and its subsidiaries.
This request has been made on the basis of the commercially sensitive and confidential nature of
the operational and financial information of the operating entities comprising MBL.

The disclosure of information in this report has been limited to the type of information that is
regularly placed into the public domain by MBL.
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Sources of information

In preparing this report and arriving at our opinion, we have considered the information detailed
in Appendix 2 of this report.

We note that an important part of the information base used in forming an opinion of the kind
detailed above is comprised of the opinions and judgements of management. This type of
information has been evaluated through analysis, enquiry and review to the extent practical.
However, such information is often not capable of external verification or validation.

The statements and opinions expressed in this report are made in good faith and have been
based on information available as at the date of this report. On completion of our review, as
outlined in the paragraph above, we believe the information to be reliable, accurate and prepared
by MBL on a reasonable basis. We have relied upon the information set out in Appendix 2 and
have no reason to believe that any material factors have been withheld from us. We have not
performed anything in the nature of an audit or financial due diligence on the information
provided for this opinion. No warranty of accuracy or reliability is given by KPMG or its
affiliated companies and their respective offices and employees in relation to this information.

Our opinions are based on prevailing market, economic and other conditions at the date of this
report, Conditions can change over relatively short periods of time. Any subsequent changes in
these conditions could impact upon our opinion. We note that we have not undertaken to update
our report for events or circumstances arising after the date of this report other than those of a
material nature which would impact upon our opinion.

Banking regulation

Introduction

As previously noted, the underlying rationale for proposing the restructure of MBL is to provide |
MGL with the flexibility to continue to pursue growth in the regions and markets in which it ‘
operates and facilitate compliance with APRA ADI regulations (specifically non-ELE
exposures). In order to understand this increased flexibility, we believe it is necessary to
understand the current regulatory framework under which MBL is operating.

APS 222 |

MBL is currently regulated as an ADI and as such must meet the regulatory requirements as
outlined in the prudential standards, including those relating to capital adequacy. APRA is
charged with regulating financial institutions, including ADls, and for developing administrative
practices and procedures (e.g. prudential standards) to give effect to its regulatory role, in a
manner that balances financial safety and efficiency, competition, contestability and competitive
neutrality. In this context, deposit-taking institutions are regulated by APRA under a single
licensing regime. The Banking Act 1959 gives APRA power to authorise and revoke authorities
of ADIs, to make prudential standards or issue enforceable directions, and to inspect ADlIs. In
addition, ADIs which are permitted to accept retail deposits are covered by the ‘depositor
protection’ provisions of the Banking Act 1959. These provisions provide APRA with the
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power 1o act in the interests of depositors, including the power to appoint a statutory manager to
an ADI in difficuity to take control of the institution.

As mentioned previously, in the absence of the cap on its intra-group exposure limit one
particular standard, APS 222 would likely restrict the ability of MBL to continue expanding at
current growth rates. Central to the standard is the exposure of the ADI to non-ELEs, being
those entities that are not able to be classified as part of the overall corporate structure and so
are not exempt from the intra-group exposure limits prescribed by APRA for ADI’s. The key
principles of APS 222 are:

¢ An ADI should not be vulnerable to related entities through unlimited exposures or cross
defaults.

¢ There should be no confusion in the minds of external parties as to which entities are part of
the ADI group and which are not.

Pursuant to APS 222, the exposure of an ELE to a non-ELE is limited to an aggregate amount of
35 percent of the core capital base (refer section 7.2). APRA’s prior approval is required for
proposed exposures in excess of this limit and such approval will only be granted in exceptional
circumstances.

Having regard to the above, APRA’s non-ELE rules act to limit the ability of an ADI to conduct
business in subsidiaries. Much of MBL’s growth is generated by businesses that are non-ELE:

» Trading entities, because they have significant external liabilities
* Brokers, because of the settlement period (usually three days)

o Most businesses which are set up offshore and needs to be established as a subsidiary for tax
or local regulatory reasons

+ Funds management and securitisation management entities

o Seed assets, which are generally acquired using external debt or which have existing
external debt

« Any operating business established in a subsidiary which will have external funding.

For each of the above reasons, APRA’s rules are likely to act to limit the future growth of MBL
as it is currently structured. By establishing a NOHC, only the Banking Group will continue to
be regulated as an ADI and therefore be required to comply with APS 222 other than in relation
to certain badging and disclosure requirements. As a result of these changes the Non-Banking
Group will no longer be required to comply with APS 222 and this will ultimately assist the
business in continuing to grow whilst complying with the reduced APRA regulations for the
Non-Banking Group.
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Financial system reform

In 1996 the Wallis review into Australia’s financial system infrastructure and regulatory regime
was undertaken. It was a federal initiative and was undertaken by the Depariment of Treasury.
One of the recommendations emanating from the review was that NOHCs should be permitted
subject to meeting certain requirements, the structure must satisfy APRA in the following areas:

» capital adequacy

» management: associations with related entities

» reporting of intra-group activities

» independent board representation on subsidiary entities.

in June 2007 the Federal Government passed legislation that addresses the issues related to
forming a NOHC under the current corporations and taxation legislation thereby facilitating the
Proposed Transaction®. In particular, the FSLAR Act addresses issues pertaining to pre-
acquisition profits and any impairment losses when considering post-acquisition profits
available for distribution. The FSLAR Act received Royal assent in July 2007 and is operative
from | July 2007,

Further, Parliament has amended Australian tax legislation to cover a number of issues
pertaining to the implementation of a NOHC structure. Under this legislation (and associated tax
rulings obtained by MBL from the ATO and pending from the Treasurer):

» following the insertion of the NOHC, the Australian tax consolidated group should continue
as an existing tax consolidated group for Australian income tax purposes such that the
restructure of the Banking Group and the Non-Banking Group should not generally give rise
10 any adverse Australian income tax issues

»  Most MBL shareholders who receive MGL shares as part of the Share Scheme will receive
roll over relief in respect of any gains derived or losses incurred (we note that most MBL
optionholders may choose to receive roli over relief in relation to options received as part of
the Option Scheme)

» MGL will be able to pay frankable distributions out of recognised pre-restructure retained
earnings and most reserves of MBL and its subsidiaries.

ODverview of MBL

MBL is an Australian financial group, primarily involved in providing investment banking and
financial services such as investment products, merger and acquisition advisory and fund
management services. MBL is headquartered in Sydney, Australia and employs over 10,000

* The Financial Sector Legislation Amendment (Restructures) Act 2007 {the FSLAR Act).
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people. The company is listed on the ASX and had a market capitalisation of $19.4 billion as at
7 September 2007.

For the year ended 31 March 2007, the company reported total operating income of $7.2 billion
and profit after income tax attributable to MBL ordinary shareholders of $1.5 billion.
International income (excluding earnings on capital) contributed 55 percent of MBL’s operating
income in the year ended 31 March 2007,

Business groups

MBL organises its activities into seven operating groups, specialising in defined product or
market sectors. These groups are:

¢ Investment Banking

e Treasury and Commodities

o Equity Markets

e Real Estate

¢ Banking and Securitisation

¢ Financial Services

¢ Funds Management.

Set out in the table below is the relative contribution of each operating group to MBL’s overall
performance for the years ended 31 March 2006 and 2007. In this regard we note that from 1

April 2007, the Banking and Property Group became two separate groups: Real Estate and
Banking and Securitisation.
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Table 1: Contribution by operating group

For the linancial yvear ended 31 March 2006

Operating group %Y

Investment Banking 58% 58%
Treasury and Commodities 16% 14%
Equity Markets 11% 9%
Banking and Property 9% 15%
Financial Services 4% 3%
Funds Management 2% 1%
Total 100% 100%

Source: MBL Management Discussion and Analysis March 2007

In relation to the above we note that contributions are derived from management accounts and
should be taken as a guide only. The figures are based upon contributions before income tax and
include certain internal management charges but exclude earnings on capital and certain
corporate costs not recharged to business groups as well as the staff profit share.

Set out below is a summary of the operations underlying each operating group. In preparing
these summaries we have focused predominately upon the iBG as this is the business group
from which most businesses will be transferred from MBL to the Non-Banking Group of MGL
upon the implementation of the Proposed Transaction.

[nvestment banking

The Investment Banking Group (IBG) combines MBL’s stock broking, wholesale structuring,
advisory and underwriting capabilities. The group offers services such as mergers and
acquisitions, project financing, takeovers and corporate restructuring advice and specialised
infrastructure fund management.

[BG includes four divisions, comprising:

» Corporate Finance

» Macquarie Securities

* Financial Products

s Macquarie Capital Finance.
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The contribution of each of these businesses to IBG's result® for the year ended 31 March 2007
is illustrated in the diagram below.

Figure 2: Composition of IBG’s result for year ended 31 March 2007

Macquarie Capital
Finance
Financial Products 3%
5%

M acquarie Securities
16%

Corporate Finance
T6%

Source: MBL Management Discussion and Analysis March 2007
A more detailed analysis of the components comprising [BG is set out below.
Corporate Finance

The Corporate Finance division of IBG initiates, structures, and executes a broad spectrum of
transactions for corporate, institutional, and government clients. Corporate Finance is a global
provider of corporate advice and services in relation to mergers and acquisitions, divestments,
takeover responses, debt, equity and hybrid financing, capital management, structuring and
project financing, and other strategic and financial issues.

The advisory team operates in over 20 countries and is able to source deal flow and assets for
both third party clients and the business’ funds management vehicles. In certain cases, MBL
may acquire assets as principal investments. These assets are then packaged and offered to
institutional or public investors or, where the business perceives investor demand, placed in new
specialist funds, managed by Investment Banking Funds (IBF).

5 Excluding earnings on capital but after directly attributable costs (including fee and commission expenses).
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[BF manages both funds and businesses. The growth of the business has resulted from MBL
being able to source continued deal flow such that IBF manages in excess of {00 assets in 25
countries. The major listed funds managed by IBF include:

» Macquarie Infrastructure Group, Macquarie Airports, Macquarie Communications
Infrastructure Group, Macquarie Media Group and Macquarie Capital Alliance Group, all
listed on the ASX

» Macquarie Korea Infrastructure fund, listed on the London and Korean Stock Exchanges

» Macquarie Infrastructure Company, listed on the New York Stock Exchange

» Macquarie International Infrastructure Fund, listed on the Singapore Stock Exchange.

Macquarie Securities

Macquarie Securities is a full-service institutional stockbroker. It provides institutional
stockbroking services and equities research coverage to institutional investors globally.

Financial Products

The Financial Products division of IBG is a leasing, wholesale and retail structured product
business across a range of asset classes. A number of financial retail and high net worth funds
and products are manufactured and distributed by this business in Australia and internationally.
Financial Products also works closely with the Corporate Finance division in structuring
rransactions and in co-ordinating the distribution of equity.

Macquarie Capital Finance

The Macquarie Capital Finance division of IBG provides capital, finance and services to clients
in a range of different industries in selected international markets. The business uses capital to
acquire assets which are then managed and/or realised.

Macquarie Capital has 29 offices in 17 countries.

Treasury and commodities

The Treasury and Commodities Group (TCG) is involved in a broad range of financial markets
rrading and related activities in a growing number of markets. Activities range across foreign
exchange, debt and futures, as well as agriculture, energy and metals. In particular we note the
aroup:

» is an associate broker clearing member of the London Metals Exchange and a full member
of the London Bullion Market Association
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e provides 24-hour interbank price-making services in all currency pairs from one central
dealing room in Sydney

» originates, arranges and places debt for clients and is active in primary and secondary
markets for government, inflation-linked, corporate, global, mortgage and asset-backed
securities

e manages the funding, liquidity and interest rate risk of MBL and is an active participant in
global funding markets

e maintains Macquarie’s relationships with international rating agencies

e provides MBL’s central source of economic and financial trend analysis for clients and
businesses within MBL.

Equity markets

The Equity Markets Group (EMG) undertakes MBL’s equity derivatives activities and principal
trading in global equity markets. The business originates equity-based financial solutions and
products for retail, wholesale and institutional clients globally and also operates MBL’s equity
finance and hedge fund operations.

The majority of the business’ income is generated overseas, with international income
(excluding earnings on capital) representing more than 80 percent of total operating income®.

Real estate

The Real Estate Group (REG) is a diverse, international business with a blend of real estate and
financial expertise across a number of locations and products. It offers a number of services
including real estate funds management, investment and development finance, wholesale equity
raising, real estate development and development management, property securitisation, asset
management, advisory and research. REG operates in more than ten countries,

Banking and securitisation

The Banking and Securitisation Group (BSG) brings together MBL’s retail lending and banking
businesses. BSG was formed in April 2007 when the Banking and Property Group was
separated into Banking and Securitisation and Real Estate. The group is active in mortgages,
securitisation, relationship banking, investment and consumer lending and credit cards. The
group manages a loan and deposit portfolio in excess of $36 bitlion.

Financial services

The Financial Services Group (FSG) is the primary relationship manager for MBL’s retail client
base in Australia, New Zealand and Thailand. The group distributes financial services through a

% For the year ended 31 March 2007.
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network of financial advisers and directly to individuals, Services include the distribution of the
Cash Management Trust, Wrap and superannuation administration platforms, relationship
management for 15,000 independent financial advisers throughout Australia, as well as
stockbroking, private banking and wealth management. The group consists of two key
Australasian-based divisions, Macquarie Adviser Services and Macquarie Private Wealth,
which together service over 700,000 clients. In particular we note:

e Macquarie Adviser Services manages relationships with external financial intermediaries
and provides sales service and product management of in-house and external products
including retail superannuation and insurance. As at July 2007, this includes the $15.8
billion Macquarie Cash Management Trust and the Macquarie Wrap administration service
which has in excess of $25 billion in funds under administration.

¢ Macquarie Private Wealth maintains direct relationships with over 240,000 clients.

Funds management

The Funds Management Group (FMG) is one of Australia’s largest fund managers and provides
an innovative range of investment solutions to superannuation funds, corporations, financial
advisers, platforms and retail investors in Australia and internationally. It manages funds across
the full spectrum of asset classes with $63.4 billion in assets under management at 31 March
2007.

Management
The current management structure of MBL is set out below.

Table 2: MBL management structure
Non-Exccutive Chairman
David S Clarke
Managing Director and Chicel Excecutive Officer

Allan E Moss

Board of Direciors ]| |
Allan E Moss, Managing Director David S Clarke
Laurence G Cox H Kevin McCann
Peter M Kirby John R Niland
Catherine B Livingstone Helen M Nugent

Peter H Warne

Exccutive Committee

Allan E Moss Nicholas W Moore Michael Carapiet
W Richard Sheppard Nick R Minogue
Andrew J Downe Kim Burke
Peter ] Maher Greg C Ward
Source: MBL
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Financial information

In reports of this nature we would typically set out and discuss the financial performance and
position of MBL. However, in the context of the Proposed Transaction:

¢ the ultimate impact of the Proposed Transaction is that the relative ownership interests of
shareholders and optionholders in MGL will not change as a consequence of the
implementation of the Proposed Transaction’

« the purpose of the Proposed Transaction is primarily to:
- enable MBL to pursue its current strategy for growth

- enable the Banking Group to comply with APRA’s ADI regulations, particularly non-
ELE exposures

- enable the Banking Group and the Non-Banking Group to pursue their respective
strategic objectives and business plans.

Accordingly, we have not incorporated detaiied financial information relating to MBL in this
report but have sought to identify how implementation of the Proposed Transaction is expected
to impact certain aspects of MBL’s financial information by considering MBL’s financial
statements as at 31 March 2007 with pro-forma accounts for the Banking Group and the Non-
Banking Group.

Further, MBL is subject to the continuous disclosure requirements of the ASX. We are not
aware of any announcement from MBL which would make an analysis of the pro-forma
financial information based upon the 31 March 2007 financial statements misleading for the
purposes of providing our opinions in this Report.

MBL strategy

MBL’s 2007 Annual Review noted that its strategy is to expand selectively, seeking to only
enter markets where their particular skills and expertise deliver real advantages to their clients.
It also notes that the execution approach adopted allows flexibility to enter new sectors and/or
regions as opportunities arise and to respond to the specialist requirements of individual
markets. As a result, MBL now operates in Australia and New Zealand, Asia, Europe, Middle
East and Africa and The Americas.

Over the period 2002 to 2007, MBL’s strategy has delivered strong growth in earnings. In
particular we note that while MBL’s lending business remains important to the overall business
model and it contributes strongly to profitability, the non-banking businesses are growing at a
quicker rate.

7 Other than with respect to ineligible overseas shareholders, who will be cashed out after the transaction date.
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We summarise pre-tax profit by broad business line below.

Figure 3: Profit before tax contribution®
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Seurce: MBL Financial Reports

The above figure indicates strong growth in the asset and wealth management and investment
banking segments over recent years. Importantly, these segments may contain non-ELEs and are
also those that tend to operate with the least amount of capital as set out in Figure 4 below
which shows that the total assets of the asset and wealth management and investment banking
segments (as a proxy for total capital invested) is less than that for the financial markets and
lending segments.

¥ 2005 figures have not been restated for the Australian equivalents of International Financial reporting Standards
(AIFRS).

BEPLANATORY MEMORANDUM || 87




= |

Macquarie Bank Limited
Independent expert report and Financial services guide
10 September 2007

Figure 4: Total assets contribution’
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MBL’s strategy has also led to offshore expansion. In 2002, 22 percent of assets and 20 percent
of revenues were generated outside Australia'®. By 2007 these percentages had increased to 49
percent and 39 percent respectively as summarised in the figures below.

Figure 5: Contribution to total revenue''
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Source: MBL Finuncial Reports

%2005 figures have not been restated for AIFRS.
® MBL Financial Reports.
12005 figures have not been restated for for AIFRS.
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Figure 6: Location of total assets
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Importantly, continuation of the current strategy would result in non-ELE exposures continuing
to increase. We also note that the IBG creates significant non-ELE exposures through business
activities such as:

e institutional stockbroking

s specialist funds management, including its holdings in managed funds {of which Macquarie
Airports, Macquarie Communications, Macquarie Media and Macquarie Infrastructure
Group are examples)

¢ holding ‘seed’ assets prior to them being placed in specialised funds.

The Proposed Transaction does not entail any alteration to MBL’s strategy were the status quo
position an option. Given some form of restructuring is required, the Proposed Transaction
facilitates MGL pursuing the strategy already formulated by MBL while also facilitating
compliance with APRA regulations as appropriate for MGL, the Banking Group and the Non-
Banking Group respectively.

Capital structure

We summarise below details of MBL’s shareholders and optionholders on the basis that these
are the parties to whom we are reporting pursuant to the Share Scheme and the Option Scheme
respectively.

EXPLANATORY MEMORANDUM I 89




Q0 I EXPLANATCRY MEMORANDUM

[EA\Y L2 =
Macquarie Bank Limited

Independent expert report and Financial services guide
10 September 2007

Share capital
The spread of sharcholders as at 1 September 2007 is set out below.

Table 3: Spread of ordinary shareholdings as at 1 September 2007 _
Range of sharcholdings % of

Shareholders Shares Sc,ull:“ics

' on issue

1-1,000 91,048 27,304,979 10.15%
1,001-5000 13,770 27,469,189 10.13%
5,001-10,000 1,284 9,007,537 3.32%
10,001-100,000 1,088 27,839,110 10.27%
100,001 shares and over 143 179,265,842 66.13%
Total 107,333 271,086,657 100%

Source: MBL Annual Review 2007

Options

As at | September 2007, there were 39.8 million options on issue representing approximately
14.7 percent of the total issued shares of MBL. MBL has had an Employee Option Plan (the
Plan) in place since 1995, with staff at Associate Director level and above able to participate.
MBL allocates options to new Directors when they commence employment or are promoted to
Director level, as well as allocates them annually to reward good performance. As at 31 March
2007 there were 2,099 participants in the Plan. The options are five year options over fully paid
unissued ordinary shares in MBL and are issued at no consideration with the exercise price set
at the prevailing market price. The vesting rules of the options are as follows:

¢ for new starters, options vest in three tranches as to one third of each grant after the second,
third and fourth anniversaries of the date of commencement of employment

o for existing employees, options vest in three tranches as to one third of each grant on 1 July
two, three and four years after the allocation of the options.

Further, employees may only deal in an MBL security during designated staff trading windows

and vested options can only be exercised by Executive Directors if certain performance
conditions are satisfied.
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Share market performance

MBL’s history and volume of trading for the period from 3 July 2006 to 14 August 2007 is set
out below.

Figure 7: Prices and volume of trading in MBL ordinary shares
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Source: Bloomberg LP

There has been a general upward trend in the MBL share price over the period. This share price
growth has been associated with strong earnings growth by MBL rather than any particular
market re-rating (as at 30 June 2006, MBL.’s price earnings ratio was 16.6 times and as at 30
June 2007 the price earnings ratio was 14.4 times). Further, there were no specific news events
on either 28 February 2007 or 22 May 2007 which may have led to the noticeable decline in the
MBL share price on those days.

From late July 2007 the MBL share price, together with other ASX listed securities, has been
impacted by concern in relation to exposure to the sub prime mortgage sector in the USA. While
MBL shares were affected to a greater extent than other listed ASX shares, we note that the
Proposed Transaction does not involve any greater exposure of MBL/MGL to the sub prime
mortgage sector in the USA than is currently the case.

MBL’s earnings growth can be broadly attributed to, amongst other factors:

e an overall strong financial performance by financial institutions generally

s strong equity markets over the period

e astrong deal flow for the IBG.
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As indicated in Figures 5 and 6, as at 31 March 2007, almost 40 percent of MBL’s revenues and
50 percent of MBL’s assets were located offshore.

Overview of the restructured MGL

Introduction

The status quo is not an option in order for MBL to pursue its current strategy for growth and
comply with APRA’s ADI regulations as they relate to non-ELE exposures. MBL presently
operates in excess of APRA’s normal non-ELE limits for ADIs, however it has sought and
received advice from APRA providing a cap that is higher than the normal limit to its intra-
group exposure limits pursuant to APS 222 and it currently operates under that cap. The cap is
conditional upon MBL proceeding with a restructure.

Broadly, MBL could:
s change its strategy to fit within APRA’s regulatory framework for an ADI

¢ change its structure to enable it to pursue the current strategy as well as comply with
relevant APRA (and other) regulations.

MBL has chosen to pursue the latter option.

The restructure will result in the establishment of a Banking Group and a Non-Banking Group
within MGL. The Banking and Non-Banking Groups will operate as separate sub-groups within
the conglomerate with identifiable businesses, separate capital requirements and discrete
funding programs. Corporate governance and policy framework will meet both the ADI and the

NOHC requirements in APRA’s guidelines.

In determining the split of businesses between the Banking and Non-Banking Groups under the
NOHC, the following guidelines were set:

¢ MBL must comply with APRA’s normal non-ELE limits post restructure.

e MBL and the NOHC/Non-Banking Group should each obtain appropriate short and long
term credit ratings.

¢ Retention of the benefit of licensed bank status for those business groups that require it, for
example the treasury and commodities and equity markets groups.

« Minimise management disruption and maintain existing business groupings where possible.

¢ Reduction of restrictions caused by banking regulations on businesses which are not
traditionally banking in nature.
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7.2 The restructured group
Regulation

MBL is currently regulated by APRA as an ADI. After the restructure:

o the Banking Group will continue to be regulated as an ADI and be subject to the full range
of APRA banking regulations

¢ MGL will be authorised to operate as a NOHC by APRA and will be a regulated entity for
APRA purposes (although we note that while APRA is still developing its NOHC regulatory
regime, MBL has agreed a temporary NOHC regulatory framework with APRA)"

» no ADI prudential standards will apply to the Non-Banking Group other than certain
branding and disclaimer requirements.

A summary of the APRA regulations applicable to each component of MGL after the Proposed
Transaction is set out in section 3.7 of the Explanatory Memorandum. Shareholders and
optionholders are directed to that section should they require a more detailed analysis of the
particular APRA guidelines applying to each component of MGL after the Proposed
Transaction.

Governance

The Proposed Transaction contemplates two head entity boards, one for MGL and one for MBL,
(the ADI and head operational entity of the Banking Group). Both Boards will have common
directors except the Board of the Banking Group will also include the Managing Director of the
Banking Group.

The Board of the Banking Group will ultimately be responsible for the sound and prudent
management of the regulated institution, with due consideration to the interests of
depositholders. The Board and Executive Management team of the Banking Group will have
responsibility for developing the Banking Group’s business strategy and plan. The Banking
Group Board will have authority for overseeing implementation of the approved plan.

12 Refer to Appendix D to the Explanatory Memorandum.
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After the Proposed Transaction, the Boards of MGL and the Banking Group will be as follows:

Table 4: MGL Board structure

Non-Executive Chairman
David S Clarke
Manazing Director and Chief Executive Officer

Allan E Moss

Board of Directors NOHC

Allan E Moss, Managing Director David S Clarke
Laurence G Cox Peter M Kirby

H Kevin McCann Catherine B Livingstone
John R Niland Peter H Wame

Helen M Nugent
Seurce: MBL

Table 5: MBL Board

Non-Exeentive Chairman
David Clarke

Managing Director and Chief Exccutive Officer

W Richard SheEEard

W Richard Sheppard, Managing Director David S Clarke

Allan E Moss Peter M Kirby

H Kevin McCann Catherine B Livingstone
John R Niland Peter H Warne

Helen M Nugent Laurence (G Cox

Source: MBL

Chairman

It is proposed that David Clarke will be Chairman of MGL and the Banking Group.

Chief Executive Officer arrangements

The Banking Group Board will include the Banking Group Chief Executive Officer (CEO), Mr
Richard Sheppard, who will:

s be different to the CEO of MGL

e not sit on the Board of MGL.
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Employees

Currently MBL utilises over 60 legal entities to employ its staff worldwide. The primary
reasons for using multiple entities are:

e Employment or tax laws requiring the employer to be a locally incorporated entity

» Local regulations (such as securities regulations) requiring staff performing regulated
activities be employed by the relevant regulated entity.

Post restructure:

¢ Banking Group staff will be employed by Banking Group entities

» Non-banking staff and those associated with group-wide services will be employed:
- by a NOHC service company in Australia
- by other Non-Banking Group companies offshore

s where appropriate, offshore staff will be employed by designated employment companties in
each jurisdiction.

Financials

The financials of the NOHC will combine the financials for the Banking Group and the
financials for the Non-Banking Group. Pro-forma financial information is detailed in section 4.2
of the Explanatory Memorandum' and summarised below:

13 We specifically direct readers to section 4.2 of the Explanatory Memorandum detailing the basis of preparation of
the pro-forma financial statements.
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Table 6; Key financial data - post restructure

kev tfinancial data Current Pro-forma
Banking Non-Banking Consolidated
MBL Group Group MG,
as at 3 March 2007 Shil Shil Shil $hil
Total assets 136.4 120.3 18.4 138.7
Total liabilitics 128.9 1159 15.2 1312
Total equity 7.5 44 32 7.5
Due from banks 6.1 4.2 42 8.4
Loan assets 45.8 43.0 28 458
Debt issued 514 429 1.7 53.7
Operating income 7.2 i3 39 7.1
Profit before income tax 1.9 0.7 1.2 1.9
Profit attributable to ordinary equityholders 1.5 0.6 0.9 1.4

Source: MBL

In relation to the table above, it 1s noted:

e The pro-forma column will not equate to the sum of the Banking Group and the Non-
Banking Group as we have excluded MGL (standalone) and consolidation adjustments from
our analysis. Readers are directed to section 4.2 of the Explanatory Memorandum for a
complete post Proposed Transaction consolidation.

e The financial information has been adjusted to reflect the separation of funding and capital
that will occur as part of the restructure:

the Non-Banking Group will fund itself independently of the Banking Group via MGL

- on 20 August 2007 MBL announced that debt facilities amounting to $8 billion had been
arranged to facilitate the implementation of the Proposed Transaction. These facilities
form part of the restructure financing plan to enable the Non-Banking Group to acquire
its constituent businesses from MBL (Financing Plan) which will then retire debt as part
of its on-going capital management strategy

- the Capital Reduction also forms part of the Financing Plan

- further adjustments have also been incorporated into the post restructure financial
information to reflect the funding provided by MGL to the Banking Group non-ELE
subsidiaries.

e Net debt (being debt issued less due from banks) remains at $45.3 biltion after
implementation of the Proposed Transaction.

¢ The final Banking and Non-Banking Groups post restructure will also include factors that
are not represented in the March 2007 financials. Already known or anticipated post balance
date events include:
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- subsequent events including new business activities, the placement of $750 million of
additional ordinary share capital in May 2007 and the payment of the 2007 final
dividend

- the possible defeasance of profit share liabilities from the Banking Group, and the
transfer of related tax balances.

¢  Post the restructure there will be two funding vehicles, MGL and MBL. Funding already
raised by MBL will not be transferred to MGL. Further, MGL will provide funding to the
Non-Banking Group and Macquarie International Finance Limited (MIFL}, and MIFL will
operate as an internal funding conduit to facilitate the funding of non-ELE business
activities retained in the Banking Group. In the near term MIFL intends to repay existing
bank facilities and allow the outstanding $250 million December 2008 bond to mature, and
post the maturity of its external liabilities MIFL will be internally funded.

Capital adequacy and prudential regulation

For supervisory purposes, capital is disaggregated into two tiers. Tier 1 (or core) capital
comprises the highest quality capital elements and includes paid-up ordinary shares, non-
repayable share premium account, general reserves, retained earnings, noncumulative
irredeemable preference shares and minority interests in subsidiaries. Tier 2 (or supplementary)
capital, represents other elements which fall short of some of the characteristics of core capital
but which contribute to the overall strength of a bank as a going concern.

Tier 2 capital is, in turn, divided into two further tranches, reflecting differing degrees of
‘permanence’ associated with the respective capital instruments. Upper Tier 2 capital comprises
general provisions for doubtful debts, asset revaluation reserves, cumulative irredeemable
preference shares, perpetual subordinated debt, and mandatory convertible notes and similar
capital instruments. Lower Tier 2 capital is ranked behind upper Tier 2 capital and comprises
limited life redeemable preference shares and term subordinated debt. Lower Tier 2 capital
cannot exceed 50 percent of Ticr 1 capital and total Tier 2 capital cannot exceed core capital.

In line with international capital standards Australian banks are required to maintain a ratio of
capital to risk-weighted assets of not less than 8 percent, with at least 4 percent in core capital.
We also note that APRA may increase these ratios for individual regulated entities as
appropriate,

Having regard to the above, the objectives of both the MGL and the Banking Group capital
management plans are to facilitate:

¢  MGL, the ADI stand-alone and the ADI Group maintaining sufficient capital in excess of

existing risk (economic capital), regulatory and rating agency requirements to support future
business growth, strategic flexibility and meet shareholders’ returns expectations.
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e Any regulated subsidiary or subsidiary sub-group maintaining sufficient capital in excess of
existing risk (economic capital) and regulatory requirements to support future business
growth.

Set out in the table below is the current MBL Group and pro-forma Banking Group capital
adequacy calculations for March 2007,

Table 7: Capital adequacy calculations post-restructure
As at 31 Meaveeh 2007

MBL  Baoking Group

% hil Actual Pro-forma

Shareholder funds and retained earnings 6.0 2.7
Hybrid equity 1.2 0.7
Gross tier 1 7.2 34
Tier | deductions {1.3} 0.4)
Tier 1 net of deductions 5.9 3.0
Hybrid equity - 0.6
Other total (tier 2) capital 0.2 02
Subordinated debt 27 1.5
Total capital deductions 2.7 (0.6)
Total capital net of deductions 6.1 4.7
Risk weighted assets 39.4 3.2
Tier | ratio 15.0% 9.7%
Total capital ratio 15.5% 13.2%

Source: MBL

In relation to the table above, it is noted:

» The calculations reflect the transfer to the Non-Banking Group of:
- $0.9 billion in Tier | deductions
- $2.1 billion in total capital deductions
- $8.2 billion in Risk Weighted Assets'.
e APRA is still developing its policy framework for supervising NOHCs. The new prudential
standards, including those for capital, are expected to be brought into force in 2009 at the

earliest. In the interim, MGL’s capital position will be subject to interim arrangements as
agreed with APRA. MBL have agreed with APRA that:

'* Assets are weighted for credit risk according to a formula used by the Reserve Bank. On and off-balance-sheet
items are weighted for risk, with off-balance-sheet items converted to balance-sheet equivalents {using credit-
conversion factors) before being allocated a risk weight. Notes, coins and gold carry a zero risk weighting while loans
to companies or individuals carry a 100 percent risk weighting.
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- the ADI will be required to continue to comply with all APRA prudential requirements,
including those related to capital requirements

- the NOHC will hold capital sufficient to cover the risks associated with the Non-
Banking Group, excluding any inter-group diversification benefits, as determined by
MGLs economic capital modelling

- the NOHC itself will hold prudential capital against any activities it conducts which
would require prudential capital to be held if it were an ADI (immediately after
implementation of the Proposed Transaction this is expected to be nil). Such prudential
capital will be based on MGLs economic modelling.

¢ from the perspective of the restructured group as a whole, MGL should not be required to
hold materially more or less capital than that which would be required to be held by MBL
compared to the current position.

¢« MBL does not expect any return of capital to investors as a result of the Proposed
Transaction.
Credit rating

Following the Proposed Transaction, the Directors of MBL have been notified by Standard &
Poor’s (S&P) and Moody’s Investors Service (Moody’s) and Fitch Ratings (Fitch) that the
following ratings are expected to apply"’.

Table 8: Credit ratings

Short term Long term
sS&p Moody's Moody's Fitch

Before the Proposed Transaction

MBL Al Pl Fl A Al A+
MIFL'® Al P Fl A- A2 A
After the Proposed Transaction

MBL Al Pl Fl A Al A+
MGL A2 Pl Fl1 A- A2 A
MIFL A2 Pi F1 A- A2 A
Non-bank holding company A2 Pl Fl A- A2 A

Source: Explanatory Memorandum
In relation to the above we note that:

¢ MBL is expected to maintain its current credit rating

' Refer to section 9.15 of the Explanatory Memorandum for an explanation of these ratings.
' Macquarie International Finance Limited (MIFL) is a separately rated special purpose vehicle established in 2004
to assist in funding MBL’s non-ELE exposures.
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» both MGL and the Non-bank holding company are expected to have investment grade credit
ratings betow that of MBL

o final ratings will be applied by the rating agencies upon completion of the Proposed
Transaction.

Evaluation of the Proposed Transaction
Rationale

The MBL business model is increasingly driven by growth offshore (as shown in Figures 5 and
6) and growth in non traditional banking activities. As such, MBL’s strategy reflects the need
for a flexible operating environment. In this regard, APRA regulations in relation to non-ELEs
have the potential to constrain the scale and scope of activities which MBL, in its present form,
can undertake and fund if headed by an ADI. In addressing these issues, MBL sought a solution
which:

e facilitates MBL meeting its obligations to APRA
s establishes a framework within which MBL can evolve

» provides a framework which allows differing MBL businesses to operate under appropriate
regulatory and operating environments to:

- create the required flexibility to enable those businesses that will benefit from the
removal of banking type regulatory constraints to do so

- retain the benefits of the banking licence for those businesses that benefit from it

e minimises disruption to group culture and structure arising from any legal and regulatory
change.

¢ importantly, if MBL wishes to pursue its current strategy for growth, the status quo is not an
option. MBL presently operates in excess of APRA’s normal non-ELE limits for ADIs,
although MBL has sought and received advice from APRA providing a cap that is higher
than the normal limit to its intra-group exposure limits pursuant to APS 222 and it currently
operates under that cap. The cap is conditional upon MBL proceeding with a restructure.
With this in mind, we understand that the Directors of MBL. considered a range of options.

Operational implications of the Proposed Transaction
MBL/MGL strategy

The Proposed Transaction does not entail any alteration to MBL’s strategy were the status quo
position an option. Given some form of restructuring is required, the Proposed Transaction
facilitates MGL pursuing the strategy already formulated by MBL while also facilitating
compliance with APRA regulations as appropriate for MGL, the Banking Group and the Non-
Banking Group respectively.
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Provide an organisational structure that will support continued business growth

In our opinion, the adoption of a NOHC structure provides MBL with on-going flexibility to
pursue its strategic direction. That is;

» it allows MBL to continue to pursue growth in the regions and markets in which it operates

e it facilitates compliance with APRA’s ADI regulations in relation to non-ELE exposures

¢  MGL will be subject to fewer prudential requirements (by virtue of its limited activities) and
less intensive supervision by APRA than if it were a bank and, other than certain badging
and disclaimer requirements, no ADI prudential standards will apply to the Non-Banking
Group

o the capital adequacy requirements for an ADI (which presently apply to the entire business)
will be replaced by capital requirements for the ADI, MGL and the Non-Banking Group

» APS 222 will predominately not apply to MGL or the Non-Banking Group except for
certain badging and disclaimer requirements

o it allows those businesses which benefit from operating within an ADI to continue to do so.

After the Proposed Transaction, shareholders will own the same business as they currently own.
In particular in this context we note that the businesses with the largest non-ELE exposures,
wealth and asset management and investment banking, have historically generated the highest
returns on invested capital as set out below (based upon the information set out in section 6.4).

Figure 8: Pre-tax return on average assets

14.0% -
12.0% ]
10.0% -
8.0% -
6.0% -
4.0% A
2.0% A I
0.0% - P — -
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O Asset and wealth management : Financial markets @ investment banking o Lending

Source: KPMG Analysis of MBL Financial Reports
Finally, the NOHC structure provides MBL with future capital flexibility, although the

Directors of MBL have stated that the implementation of the NOHC structure will not result in
any return of capital to investors.
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Change in risk profile

While providing a framework that allows MBL to continue to grow as well as comply with
APRA’s ADI regulations pertaining to non-ELE exposures, the implementation of the Proposed
Transaction may be considered by some investors and/or market observers to increase the risk
profile of MBL. This may be due to MGL and the Non-Banking Group having lower credit
ratings than that currently held by MBL'? and the reduced APRA regulation applicable to the
Non-Banking Group. However, we note that the existing MBL risk management framework will
continue to apply to both the Banking Group and the Non-Banking Group (although we
understand some small changes to the current framework are likely to occur reflecting the
removal of most APRA regulations as they apply to ADIs from the Non-Banking Group). In
this regard we would not expect the changes in the regulatory requirements for the Non-Banking
Group to materially change the risk profile of the Non-Banking Group’s businesses as a result
of the Proposed Transaction.

[n summary.

» MBL is expected to continue to operate with a credit rating at least equivalent to that it
currently holds. ’

o After the implementation of the Proposed Transaction, MGL and the Non-Banking Group
are expected to hold credit ratings less than that currently held by MBL although we also
note that MGL and the Non-Banking Group are expected to hold credit ratings classified as
investment grade.

» The existing risk management framework (albeit changed to reflect the removal of most
APRA regulations as they apply to ADIs from the Non-Banking Group) will continue to
operate.

After considering these factors, together with the discussion in the remainder of this Report, we
are of the view that the risk associated with an investment in MBL/MGL should not materially
change as a result of the implementation of the Proposed Transaction.

Minimal disruption to culture and business approach

As indicated in section 3.2, the establishment of the Non-Banking Group will necessitate the
transfer of the Transfer Assets from MBL to the Non-Banking Group. In our view, to the extent
that these transfers are able to be completed as part of the Proposed Transaction, there is likely
to be minimal disruption to the on-going business operations of MBL. [t is also likely to
consume less managerial resources than any attempt to meet APRA’s non-ELE regulations
through ‘small’ on-going restructuring efforts. In effect, the Proposed Transaction provides a
‘one off” significant restructuring with minimal disruption leaving management the ability to
‘fine tune’ the structure in the future if required.

17 Refer to section 9.15 of the Explanatory Memorandum for an explanation of the various ratings.
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Financial implications of the Proposed Transaction
Ability to continue paying dividends

The restructure approval from the Treasurer will provide MGL the ability to continue paying
dividends to shareholders out of pre-restructure profits of MBL and its subsidiaries. Further, the
ability of MGL to frank its dividends pursuant to the Australian dividend imputation system has
been confirmed by the ruling received from the ATO that MGL is able to pay frankable
distributions out of those pre-restructure retained earnings and most reserves which are
recognised in the financial statements of MBL and its subsidiaries as at the date of the
restructure. In this regard we note that the ruling received from the ATO does not cover the
possible eventuality of a future impairment to the value of either the Banking Group or the Nor-
Banking Group. In such circumstances, MGL will recognise a loss in its separate profit and loss
account. While the approval from the Treasurer will enable a dividend to be paid out of capital
in these circumstances, it is not frankable unless it is sourced from the recognised pre-
restructure profits of MBL and its subsidiaries.

In the medium term this issue is expected to be addressed through changes in international
accounting standards (refer section 8.4)

Ability for Australian shareholders to utilise franking credits

In order to be entitled to franking credits, shareholders will need to satisfy the 45 day’ rule in
relation to their new MGL shareholding. Their holding of MBL shares will not count towards
this time hurdle and Australian income tax law does not provide for ‘roll over relief” in relation
to this rule. This impacts all shareholders but in particular those who:

o sell their MGL shares within 45 days after the implementation of the Proposed Transaction
(that is, before 31 December 2007)

e have hedged more than 70 percent of the price risk.

Broadly, those shareholders who hold their MGL ‘at risk” for 45 days after the implementation
of the Proposed Transaction should be entitled to claim the franking credits attached to MGL
dividends. In this regard MBL/MGL have deferred the interim dividend for the 2008 financial
year from December 2007 to January 2008, providing shareholders the opportunity to satisfy the
’45 day’ rule.

No increase in net debt

On 20 August 2007 MBL announced that debt facilities amounting to $8 billion had been
arranged to facilitate the implementation of the Proposed Transaction. The pro-forma financial
informaticon set out in Table 6 indicates that the implementation of the Proposed Transaction
does not increase the net debt position of MGL as summarised below
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Table 9: Net debt position

Key financial data Current Pro-forma
Banking Non-Banking Consolidated
MBI Group Group MGL.
as at 31 dareh 20017 $hil Shil $hil Shil
Debt issued 51.4 42.9 1.7 53.7
Less due from banks 6.1 42 42 8.4
Net debt 45.3 38.7 {2.5) 45.3

Source: KPMG Analysis

As noted previously, the pro-forma column will not equate to the sum of the Banking Group and
the Non-Banking Group as we have excluded MGL (standalone) and consolidation adjustments
from our analysis. Readers are directed to section 4.2 of the Explanatory Memorandum for a
complete post Proposed Transaction consolidation.

In our opinion as net debt remains unchanged and we have considered the incremental on-going
funding costs elsewhere in this report, the funding announced on 20 August 2007, of itself, is
not a factor relevant to forming our opinion on the Proposed Transaction.

Capital adequacy

The Banking Group will continue to be regulated as an ADI by APRA. After completion of the

Proposed Transaction:

e the Tier 1 capital ratio of the Banking Group (on a pro forma basis) is expected to decrease
from 15.0 percent to 9.7 percent

s the total capital ratio of the Banking Group (on a pro forma basis) is expected to decrease
from 15.5 percent to 15.2 percent

While APRA is still developing its policy framework for supervising NOHCs, MGL’s capital
position will be subject to interim arrangements as agreed with APRA.

MBL does not expect any return of capital to investors as a result of the Proposed Transaction.

Roll over relief

As previously noted:

e Parliament has introduced amendments to Australian tax legislation. Under this legislation
(and associated rulings obtained by MBL from the ATO):

- following the insertion of the NOHC, the MGL group should continue as an existing tax
consolidated group for Australian income tax purposes

- Australian resident MBL shareholders who receive MGL shares as part of the Share
Scheme will receive roll over relief in respect of any gains derived by the Australian
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shareholder (we note that most Australian MBL optionholders may choose to receive
rol! over relief in relation to options received as part of the Option Scheme).

e ATO rulings have been obtained to confirm the application of the amended tax legislation to
MGL and the shareholders.

Further, most, but not all, shareholders resident in the United Kingdom and the United States of
America should not be subject to tax under the tax laws of their country of residence as a result
of the Proposed Transaction. More details in respect of these shareholders are set out in sections
7.4 and 7.5 respectively of the Explanatory Memorandum.

Foreign sale facility

Restrictions in certain foreign jurisdictions make it impractical or unlawful to issue MGL shares
to MBL shareholders in those countries. MBL shareholders who are residents of those
jurisdictions will not be eligible 1o participate in the Share Scheme. They will automatically
participate in the foreign sale facility.

Compensation for optionholders

In certain circumstances, optionholders prejudiced by the Proposed Transaction will be
compensated by MGL.

Disadvantages of the Proposed Transaction

One-off and ongoing restructure-refated costs

The establishment of MGL and the Non-Banking Group will result in shareholders incurring

costs which they would not otherwise incur. Such costs comprise:

¢ the costs associated with bringing the Proposed Transaction to shareholders and
optionholders

¢ on-going costs (discussed in the next sub-section).

As we have noted elsewhere, the “status quo’ is not an option for MBL and some form of
additional costs would be incurred in complying with APRA’s ADI regulations in any event.
The Directors of MBL have estimated that the one-off costs associated with the Proposed
Transaction are in the order of $27 million after tax. We note that this amount includes
components relating to:

e stamp duty and tax

e advisory fees pertaining to the Proposed Transaction

e compensation of optionholders prejudiced by the Proposed Transaction.
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Increased on-going costs

Increased on-going costs may comprise two components, those costs associated with the
increased funding cost of MGL and the Non-Banking Group, including arranging fees and
additional costs associated with any additional resources required to effectively administer the
new structure.

e Neither MGL nor the Non-Banking Group will be an ADI, although MGL will be an APRA
regulated entity. As such they will not benefit from the funding profile of an ADI and their
funding costs are likely to increase. As previously stated:

- the Banking Group, via MBL, is expecting:

- an S&P rating of A (long term) and A1 (short term)

- aMoody’s rating of Al (long term) and P1 (short term)

- a Fitch rating of A+ (long term) and FI {short term)
- the NOHC/Non-Banking Group holding company is expecting:

- an S&P rating of A- (long term) and A2 (short term)

- aMoody’s rating of A2 (long term) and P1 (short term)

- a Fitch rating of A (long term) and F1 (short term).
In combination with not being classified as an ADI, MGL and the NOHC/Non-Banking
Group holding company will have lower credit ratings than MBL currentty holds and MGL
will hold longer term borrowings. MBL has estimated the on-going additional funding cost
to MGIL./Non-Banking Group based on the pro-forma financial position as at 31 March 2007
to approximate $19 million after tax, including the amortisation of arranging fees in relation
to funding for the Non-Banking Group. [n this context we note that in comparison to MBL’s

financing costs for the year ended 31 March 2007 of $3.9 billion, the additional funding
costs of MGL/Non-Banking Group are relatively insignificant.

e MBL has estimated the on-going additional administrative costs to be in the order of less
than $4 million per annum after tax which we do not consider material in the context of the
overall operations of MBL/MGL.

Residual implementation risk

MBL’s organisational structure is complex. MBL has:

e sought and received: ‘

- appropriate approvals and/or rulings from APRA, ASIC, ASX and the ATO
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- 1ax rulings or other sufficient tax comfort in major jurisdictions to confirm, where
appropriate, the taxation treatment of the various transactions proposed under the
Schemes

- offshore regulatory consents relating to the re-structure (although consents for certain
jurisdictions are yet to be finalised at the date of this report).

e sought appropriate approval from the Treasury.

e expended considerable resources ensuring the Proposed Transaction, if approved, would be
implemented smoothly.

However, there remains residual risk that:
» those approvals sought, but not yet received, may not be provided in the form expected

» the implementation of the Proposed Transaction may not eventuate as anticipated,
potentially exposing shareholders and optionholders to additional unforseen costs or other
consequences.

Other risks

As previously noted, certain circumstances could act to limit MGLs ability to frank dividends
other than those from the pre-restructure profits and reserves of MBL and its subsidiaries.

The International Accounting Standards Board (IASB) is addressing the circumstances in which
a restriction on a companys dividend paying ability through a restructure as contemplated by the
Proposed Transaction could occur and is expected to release an Exposure Draft (ED} addressing
the accounting by the NOHC of its investments in the Banking Group and the Non-Banking
Group. We understand that the ED should be available in late 2007.

Once issued, the ED will be subject to numerous comments and, depending on exactly how the
IASB handles the issue, differing opinions may be put forward. Further, we understand that it is
not presently clear whether the proposed ED will extend to intervening NOHCs or will only
apply to the insertion of a group parent NOMHC. Therefore, there is the potential that once the
IASB releases an accounting standard dealing with the insertion of a NOHC and how that
NOHC accounts for its investments in subsidiaries, a restriction on MGL’s ability to pay
dividends may be averted. However there remain a number of obstacles to be overcome before
this outcome is realised.
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Other factors

While not necessarily being perceived as advantages or disadvantages of the Proposed
Transaction, we set out below other factors we have considered in forming our opinion.

Existence of AD{

While the Non-Banking Group will not be required to comply with APRA’s ADI regulations
(other than certain badging and disclaimer requirements} they will continue to apply to the
Banking Group.

Management and board

The Proposed Transaction involves MBL being separated into a Banking Group and a Non-
Banking Group. Management of MBL’s business units will typically follow their respective
group with group wide services being provided by MGL. The Proposed Transaction therefore
entails minimal disturbance to management, enabling them to concentrate on implementing their
respective business strategies.

Implications if the Proposed Transaction does not proceed

As previously noted, the status quo is not an option for MBL to pursue its current strategy for
growth and comply with APRA’s ADI regulations as they relate to non-ELE exposures. Should
the Proposed Transaction not be approved, management would need to seek an alternative
resolution. MBL has considered a number of alternatives, none of which were considered as
attractive as the implementation of a NOHC structure.. Further, the costs associated with
bringing the Proposed Transaction to shareholders and optionholders will have been incurred for
no benefit and additional costs would be incurred in formulating any alternative proposal (which
may or may not need to be put before shareholders and optionholders for approval). Finally,
shareholders and optionholders would aiso be subject to further implementation risks associated
with any aliernative proposal.

Evaluation of the Capital Reduction

The Capital Reduction involves:

¢ The’ total equity’ of MBL being reduced from $7.5 billion to $4.4 billion, reflecting a
capital reduction of $3.0 billion and a reduction in reserves of $0.1 billion (reflecting the
Non-Banking Group’s share of MBL’s reserves)

o the $3.0 billion capital reduction from MBL being transferred to MGL

¢ MGL using the funds to fund the operations of the Non-Banking Group

s the Non-Banking Group using the funds as part of the consideration to acquire the
businesses which will comprise the Non-Banking Group from MBL.

54




NS
Macquarie Bank Limited

Independent expert report and Financial services guide
10 September 2007

A reduction in a company’s equity base has the potential to reduce a company’s ability to meet
its creditor obligations. In assessing whether the Capital Reduction will materially prejudice
MBL’s ability to pay its creditors, we have considered a series of financial ratios/statistics.

Table 10: Impact of the Proposed Transaction and the Capital Reduction

Fxistine Pro-forma Pro-forma
MBL Non-Banking Banking
Group Group

Net interest income ($ billion) 0.7 0.1 0.6
Total operating income (3 billion) 7.2 39 33
Operaling profit before income tax ($ billion) 1.9 1.2 0.7
Net assets ($ billion) 7.5 3.2 4.4
Total liabilities ($ billion) 128.9 15.2 1159
Total fiabilities/ total shareholder funds {times) 17.1 4.8 26.5
Total liabilities/ total tangible assets (times) 0.9 0.8 1.0
Deposits/ total sharcholder funds {(times) 1.6 0.1 2.8
Tier | capital ratio 15.0% NA 9.7%
Total capital ratio 15.5% NA 15.2%
Short term credit rating (S&P/Moody’s/Fitch) Al/P1/F1 A2/P1/FI AL/PL/FI

Source: Explanatory Memorandum and KPMG Analysis

We note that there will be no cross guarantees between MBL and MGL after implementation of
the Proposed Transaction.

Position of MBL s creditors

Those creditors of MBL before the implementation of the Proposed Transaction who will
remain as creditors of MBL after it is implemented include trade creditors, depositholders, Tier
2 capital holders and hybrid equityholders. In relation to these creditors we note:

¢ the Banking Group has a pro-forma operating profit before tax for the year ended 31 March
2007 of $0.7 billion (a decline from $1.9 billion)

« total liabilities, including deposits, as a percentage of pro-forma net tangible assets will
increase marginaily

» APRA requires Australian banks to maintain a ratio of capital to risk-weighted assets of not
less than 8 percent, with at least 4 percent in Tier 1 capital, although APRA can also
increase these requirements for individual regulated entities if it sees fit. As a consequence
of the Proposed Transaction, MBL’s:

- Tier 1 capital ratio falls from 15.0 percent to 9.7 percent, although remains well above
APRAs set minimum

- Total capital ratio falls from 15.5 percent to 15.2 percent, although remains well above
APRAs set minimum
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e MBL’s expecled short and long term credit ratings will be identical before and after the
Proposed Transaction.

Afler the Proposed Transaction and Capital Reduction, the Banking Group will remain a
substantial business, including pro-forma:

e net interest income of $610 million
¢ fee and commission income of $855 million
¢ net trading income of $929 mitlion.

While a number of financial ratios decline from the current position, both the capital adequacy
(on the basis of exceeding APRAs minimum capital requirements) and the Banking Group’s
short and long term credit ratings are maintained. Further, the Banking Group will remain a
substantial business in its own right. In these circumstances, we are the view that the Capital
Reduction will not materially prejudice those creditors of MBL which remain creditors of MBL
after the separation of MBL into the Banking Group and the Non-Banking Group.

Opinion on Proposed Transaction
General

As a consequence of the Proposed Transaction ordinary shareholders and optionholders in MBL
will hold shares and options in MGL. in the same proportion as their current MBL
shareholdings' and optionholdings. In forming our opinion, we have taken into consideration
the operational and financial implications of the Proposed Transaction together with the
benefits, disadvantages and risks which may eventuate from the implementation thereof as
discussed in section 8.

The establishment of MGL meets MBL’s target objectives through:

» Establishing a framework within which the Banking Group and the Non-Banking Group can
co-exist under the same parent entity

e Providing both the Banking Group and the Non-Banking Group with the flexibility to
continue to pursue growth in the regions and markets in which they operates

e Allowing the restructured group to comply with APRA’s ADI regulations in relation to non-
ELE exposures

¢ Providing on-going structural flexibility

'8 With the exception of a small number of ineligible foreign sharcholders.
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Creating the required flexibility to enable those businesses that will benefit from the
removal of banking type regulatory constraints to do so (although such businesses will
remain subject to a reduced regulatory regime from APRA)

Retaining the benefits of the banking licence for those businesses that require it

Minimising disruption to group culture.

Further:

L

ATO rulings have been obtained to confirm the application of the amended tax legislation to
MGL to ensure the continuity of the Australian tax consolidated group and that Australian
resident MBL shareholders will receive roll over relief in respect of any gains derived or
losses incurred by them pertaining to the Proposed Transaction

Amendments to Australian tax legistation allow MGL to pay frankable distributions out of
recognised pre-restructure retained earnings and most reserves of MBL and its subsidiaries.

ATO rulings have been obtained to confirm this position

There is no increase in net debt.

While the Proposed Transaction has resulted in MBL incurring certain costs and, on an on-
going basis there is likely to be incremental funding costs for MGL and the Non-Banking
Group, the status quo is not an option for MBL to pursue its growth strategy and comply with
APRA’s ADI regulations in relation to non-ELE exposures. If the Proposed Transaction is not
approved, MBL will be required to seek an alternative solution. In summary, MBL is faced with
either:

changing its business

changing its structure.

Shareholders

Having regard to the above, we are of the opinion that the Proposed Transaction is in the best
interests of MBL’s sharcholders.

Optionholders

In relation to the Option Scheme, we consider that:

The issues considered in our analysis of the Share Scheme are likely to be similarly
pertinent to the Option Scheme.

The Proposed Transaction should have no material implications for MBL’s/MGL’s growth
strategy or share price volatility. In other words, MGL’s share price is likely to follow a
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similar path to MBL’s absent the restructure to comply with APRA’s ADI regulations in
relation to non-ELE exposures.

Having regard to our opinion in relation to the Share Scheme and our comments above, we are
of the opinion that the Proposed Transaction is also in the best interests of MBL’s
optionholders.

Approval from the Treasurer

We note that the implementation of the Proposed Transaction is conditional upon receipt of the
approval requested from the Australian Treasurer, in a form satisfactory to MBL (which MBL
expects to receive). Accordingly, this Report has been prepared on the basis that such approval
will be obtained.

Opinion on the Capital Reduction

Having regard to our evaluation of the Proposed Transaction and the Capital Reduction, we
have formed the opinions that the Capital Reduction:

* s fair and reasonable from the perspective of MBL’s shareholders as a whole

» does not materially prejudice MBL’s ability to pay its creditors, being those creditors which
will remain creditors of MBL after the separation of MBL into the Banking Group and the
Non-Banking Group of the Proposed Transaction..

In forming our opinion on the Capital Reduction, we have been instructed by MBL to assume
that the Capital Reduction will be implemented at a time when MBL has been separated into the
Banking Group and the Non-Banking Group in the manner contemplated in the Explanatory
Memorandum. Therefore we have considered the interests of those MBL creditors which will
remain creditors of MBL after that separation has occurred.
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Appendix 1 - Qualifications and declarations
Qualifications

KPMG is the holder of an Australian Financial Services Licence, No 246901, under the
Corporations Act 2001 and is controlled by the KPMG Partnership.

The individuals responsible for the preparation of this report are lan Jedlin and Michael Jones.

lan Jedlin is a partner in the KPMG Partnership and an Executive Director in KPMG. lan is an
Associate of the Institute of Chartered Accountants in Australia and a Fellow of the Financial
Services Institute of Australasia (FINSIA). lan holds a Master of Commerce from the University
of NSW and has had in excess of 17 years experience in the preparation of independent reports
on the valuation of shares and businesses.

Mr Michael Jones is a Director in KPMG. Michael is an Associate of the Institute of Chartered
Accountants in Australia, holds a Master of Commerce degree from the University of New
South Wales and has had 18 years experience in the preparation of independent reports and the
valuation of shares and businesses.

Declarations

The statements contained in the report are given in good faith and have been derived from
information believed to be reliable and accurate. We have examined this information and have
no reason to believe that any material factors have been withheld from us.

During the course of this engagement, KPMG provided draft copies of this report to
management from MBL for comment as to factual accuracy, as opposed to opinions, which are
the responsibility of KPMG alone. Changes made to this report as a result of these reviews have
not changed the opinions reached by KPMG.

Interests

KPMG is entitled to receive a fee for the preparation of this report. Except for these fees,
KPMG has not received and will not receive any pecuniary or other benetit whether direct or
indirect for or in connection with the preparation of this report.

From time-to-time, KPMG and the KPMG Partnership undertake professional assignments for
MBL or its affiliated entities. These assignments involve providing advice in roles such as:

» acquisition due diligence
» valuation of businesses and assets
+ tax advice

+ operational risk.
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A number of such assignments were on-going during the preparation of this report. Other than
this report, none of these assignments related to any aspect of the Proposed Transaction. By way
of disclosure, over the past two years, KPMG and the KPMG Partnership eamed professional
fees in excess of $25 million from undertaking such assignments.

Further, employees of KPMG, the KPMG Partnership and its affiliated entities may hold
securities in MBL, however, no individual involved in the preparation of this report, or review
thereof, holds a direct interest in the securities of MBL. With the exception of these matters,
neither KPMG or the KPMG Partnership will receive any other benefits, whether directly or
indirectly, for or in connection with the making of this report.

Consent

KPMG consents to the issue of this report by MBL in conjunction with its Explanatory
Memorandum.

Neither the whole nor any part of this report nor any reference thereto may be included in or
with or attached to any document, circular, resolution, letter or statement without the prior
written consent of KPMG to the form and context in which it appears.

Responsibility

KPMG has prepared this report on the basis of information available as at the date of this report.
Nothing in this report should be taken to imply that KPMG has verified any information
supplied to us, or has in any way carried out an audit of the books of account or other records of
MBL for the purposes of this report. We have considered and relied upon information provided
by certain directors and senior management of MBL, which after due enquiry, we believe to be
reliable, complete and not misieading. We have no reason to believe that any material facts have
been withheld from us but do not warrant that our inquiries have revealed all of the matters
which an audit or extensive examination might disclose. The statements and opinions included
in this report are given in good faith, and in the belief that such statements and opinions are not
false or misleading.

We note that any forecasts and projections as supplied to us are based upon assumptions about
events and circumstances that have not yet transpired. Accordingly, KPMG cannot provide any
assurance that the estimates will be representative of the results, which will actually be achieved
during the forecast period.

Indemnity

MBL has indemnified KPMG, the KPMG Partnership and its affiliated entities and their
respective officers and employees, who may be involved in or in any way associated with this
report, against any and all losses, claims, damages and liabilities arising out of or related to the
performance of those services by KPMG and occasioned by reliance by KPMG on information
provided by MBL or its representatives which is subsequently found to be false or misleading or
not complete,
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Complete information is deemed to be information which at the time of completing this report
should have been available to KPMG and would have reasonably been expected to have been
nade available to KPMG to enable us to form our opinion.
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Appendix 2 — Source of information

In preparing this report we have been provided with and considered the following sources of
information:

Publicly available information:

MBL, 2007 Financial report
MBL, 2007 Annual review

Various ASX company announcements, broker reports and media articles

Financial information from Bloomberg, Thompson Financial Securities, Aspect Huntley and
Connect 4.

Non-public information

Specific

Macquarie board update, 20 August 2006

APRA Corporate Restructure Proposal, 29 September 2006

Overview discussion, 4 June 2007

Debt financing, request for proposal, 19 June 2007

Application to Treasury in relation to relief sought

Private ruling lodged in relation to the franking issues from the restructure

APRA letter dated 16 August 2007 approving the MBL NOHC application

Greneral

Various rating agency background papers and presentations

Various documents prepared for the restructure steering committee and due diligence
committee

Beard presentations on the Proposed Transaction and Capital reduction

Private rulings received from the ATO

In addition we have held discussions with key personnel in MBL pertaining to aspects of the
Proposed Transaction including strategy, taxation, regulation and accounting.

HBI
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7 TAXATION IMPLICATIONS FOR SHAREHOLDERS

7.1 PRELIMINARY

This section containg a general outline of both the Australian income tax and goads and services tax (GS1)
implications for Shareholders of the Share Scheme.
a) What part of this section should you refar to?
i, Australian tax resident Shareholders (other than those who acquired their MBL Shares under an
employee or director share plan) should refer to Section 7.2;

i, Australian tax resident Shareholders who acquired their MBL Shares under an employee or director
share plan (ie, Macquarie Bank Employee Share Flan; Macquarie Bank Staff Share Acquisition Plan;
Macquarie Bank Employee Share Option Plan — Deferred Exercise Share Option Plan; Macguzrie
Bank Non-Executive Director Share Acquisition Plan and Macguarie Bank Non-Executive Direcior
Share Option Plan — Deferred Exercise Share Option Plan) should refer initially to Section 7.3 which
may direct Shareholders to other sections where relevant; and

i, non-resident Shareholders for Australian tax purposes should refer to Section 7.4 for Australian tax
implications, and then:

- UK tax resident Shareholders should refer to Section 7.4¢) for UK tax implications
- US{ax resident Shareholders should refer to Section 7.4d) for US tax implications
- Shareholders who are residents of other jurisdictions for tax purposes should refer to Section
7.4¢) for foreign tax implications.
b Qualifications

The information contained in this section is of a general nature only. tt does not censtitute tax advice
and should not be relied upon as such.

All Shareholders should seek independent professional advice on the consequences of participating in
the Share Scheme, hased on their particular circumstances.

This Section is based on the provisions of the Income Tax Assessment Act 1938, the Income Tax
Assessment Act 1997 (sach, the Tax Act', as appropriate), the A New Tax System (Goods and
Services Tax) Act 1989 and related acts, regulations and Australian Taxation Office (ATO') rulings and
determinations applicable at the date of this Explanatery Memorandum.

) References

Capitalised termns not defined in this secticn have the meaning given to them in the glossary.

7.2 AUSTRALIAN TAX RESIDENT SHAREHOLDERS

a) Overview

Under the Share Scheme, each Shareholdar will transfer their MBL Shares to MGL and will in tum
raceive an equivalent number of MGL Shares.

Ordinarily, the disposal of shares that are treated as having been acquired on or after 20 September
1885 would give rise to Income tax consequencas for Australian resident Sharehoiders (eg, a taxable
capital gain being realised or an amount being included in their assessable income).
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However, any such income tax consequenceas will automatically be deferred when Shareholders
dispose of their MBL Shares to MGL in exchange for MGL Shares under the Share Scheme, This is
because 'roll-over' under Subdivision 124-G of the Tax Act will automatically apply to defer recognition
of any taxable gains or losses until subseguent disposal of MGL Shares,

It is not necessary for Sharehalders to make any election in order for this ‘roll-over' to apply.

MBL has reguested a class ruling from the ATO. MBL confimmis that it has received a drait class ruling
from the ATO which confirms the matters set out in Seciion 7.2¢) below.

The class ruling is expected to be published in the Commonwealth Gazette prior to the Share Scheme
Meeiing.

Whilst MBL does not expect that there will be any material changes 1o the drait class ruling before it is
finalised, the draft is subject to a final ATO review and cannot be relied upon until it is published by the
ATO and notified in the Commonwealth Gazetis.

The Shareholder class nlling should be available on the ATO website (www.ato.gov.au) once issued.
How are the Shares held?

The precise Australian income tax consequences to Shareholders of participating in the Share Scheme
depend on whether they hold their MBL Shares:

*  on capital account {if naither of the following two items applies to the MBL Shares);

+  as trading stock {eq. if the MBL Shares are acquired for the purpose of sale in the ordinary course
of the Shargholder's business); or

*  asrevenue assets (eg. if the MBL Shares are nct trading stock and either the Shareholder
acquired them for the purpose of resale at a profit or, depending on its precise circumstances,
the Shareholder is a bank or an insurancs companyy).

Subdivision 124-G roll-over relief
i MBL Sharas held on capital account

Shareholders wheo hold their MBI Shares cn capital account will disregard any capital gain or loss they
make on their MBL Shares under the Share Schems.

The first elemant of their cost base {or reduced cost base, If applicable) for each MGI_ Share acguired
under the Share Scheme is equal to their cost base of the correspending MBL Share disposed of.

The MGL Shares will be taken to have been acquired at the time the MBL. Shares wers originally taken
to have been acquired.

Sharehclders who are treated as having acquired their MBL Shares befcre 20 September 1985 will be
treated as having acquired their coresponding MGL Shares before 20 September 1885 and wili not
e subject to capital gains tax on the subsequent disposal of MGL Shares.

The consequance of the above steps is that the Share Scheme itself will not give rise (o a net amount
of taxable income to a Shareholder in the year of income in which the Share Scheme cccurs.

i) MBL Shares held as trading stock

In the income year in which the Implementation Date occurs, the assessabie income of Shareholders
who hold their MBL Shares as trading stock will include an amount egual to:

o i the MBL Shares have been trading stock of the Shareholder since the start of that income year
— the total of the 'value’ for trading stock accounting purposes of the MEBL Shares at the start of
that income year and the amount (if any) by which their cost has increased since the start of that
income year

»  otherwise — their cost for trading stock accounting purposes at that time.
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For each MGL Share acquired under the Share Scheme, Shareholders will be taken to have paid an
amount determined by dividing the totat of the amounts included in their assessable income because
of the disposal (see above) by the number of MGL Shares they acquire.

They will also be entitled, in the income year in which the lmplemantation Date occurs, to a deduction
equal to the total of the amounts included in their assessable income because of the disposal (see
above) provided that the MGL Shares are considered te be on hand.

Any capital gain or loss also arising on disposal of the MBL Shares under the Share Scheme shall be
disregarded.

The consequence of the above steps is that no net amount of taxable income will arise to a
Shareholder because of the Share Scheme.

i) MBL Shares held as revenue assets

Consistent with the intent of Subdivision 124-G rollover relief, any profit or loss arising to Sharehalders
who hold their MBL Shares as revenue assets as a direct consequence of the Share Scheme wil be
deferred. For each MGL Share acquired under the Share Scheme, Sharehciders will be taken 1o have
paid an amount {and so will have a ‘cost) determined by dividing the total of the 'cost’ of thair MEL
Shares by the number of MGL Shares they acquire under the Share Scheme. That is, the total cost far
MBL Shares held as revenue assets will become the total cost ior the MGL Shares.

Any capital gain arising on dispcsal of the MBL Shares under the Share Scheme wouid be disregarded
{see Section 7.2¢)i).

Dividends from MGL

Cenerally, dividends received from MGL will be includad in a Shareholder's assessable income
together with any franking credit altached to the dividend (gven if the dividend is reinvested). Where the
franking credit is included in a Shareholder's assessable income, the Shareholder will generally be
entitled to a corresponding tax offsat.

Relevantly, to be eligible for the franking credit and tax offset, Shareholders must have held the MGL
Sharss at risk for at least 45 days {nol including the date of acquisition or the date of disposal).
importantly, the period during which Shareholdars held their MBL Shares is not relevant to determining
whether Shareholders satisfy this holding period rule in respect of their MGL Shares.

This holding period rule will not apply to a Shareholder who is an individual whose tax offset entitlament
(for all franked distributions received in the income yean) does not excesd A$5,000 for the income year
in which the franked dividend is receivad.

A Shareholdsr will not be taken to have held MGL Shares at risk whare the Shareholder or an associate
holds ‘positions’ (such as options or other hedging arrangements) which materially diminish the risks of
loss cr opportunities for gain in respect of those shares.

Where the Shareholder is an individual, complying superannuation entity, or registered chariiy (in certain
circumstances), the Shareholder will generally be entitled to a refund to the extent that the franking
credit attached to the Shareholder's dividends exceeds the Shareholder's income tax ligbility for the
income year.

Where the Shareholder is a corporate shareholder, franked dividends received by the Shareholder will
generally give rise 1o a franking credit in the Shareholder's franking account.

Disposal of MGL Shares
i) Shareholders who hold their MGL Shares on capital account
The disposal of MGL Shares (eg, by way of on market transfer) will be a CGT event for Shareholders.
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Any capital gain or loss on disposal of MGL Shares that & Sharehoider is treated as having acquired
before 20 September 1985 will be disregarded.

Shareholders who are treated as having acquired thelr MGL Shares on or after 20 Septernpar 1985
will make:

» acapital gain if the capital proceeds for the disposal of their MGLL Shares are greater than the

cost base of their MGL Shares, subject to the application of any further rall-over relief applicable

in the circumstances of the disposal; or

+ acapital loss if the reduced cost base of their MGL Shares is greater than the capital proceeds
for the transfer of their MGL Shares,

The capital proceeds icr the disposal of MGL Shares will generally be the aggregate of the money
and the market value of any property Shareholders receive or are entitled to receive in respect of the
transfer of MGL Shares.

The cost base of MGL Shares will generally be equal 1o the cost base in their MBL Shares {see
Section 7.2¢)i)).

Individuals, complying superannuation funds and trustees that have held MGL Shares for at least 12
menths, incluging the period when the original MBL Shares were held, should be entitled to discount
the amount of the capital gain (after the applicaticn of any cumrent year ar cary forward capital losses).
The amount of this discount is 50% in the case of individuals and trustees and 33.33% for complying
superannuation funds ({CGT discount’). The CGT discount is not available for Shareholders that are
companies.

i) Sharehclders who hold their MGL Shares as trading stock

The assessabls income of Shareholders who held their MGL Shares as trading stock will
gererally include an amount equal to the aggregate of the money and the market value of any
property received as consideration for the disposal.

In addition, Shareholders wha hold their MGL Shares as trading stock will in effect receive a
deduction for the ‘value’ for trading stock accounting purposes of their MGL Shares because
they will not be on hand at the end of the income year in which the disposal cocurs,

Any capital gain or loss also arising on disposal will be disregarded for MGL Shares held as
trading stock.

i) Shareholders who hold their MGL Shares as revenue asssts

If a Shareholder holds their MGL Sharas on revenue account, then the profit calculated as the
excess of the proceeds received over the ‘cest’ of the MGL Shares will be included in the
Shareholder's assessable income. A Shareholder's ‘cost’ for their MGLL Shares will generally be

equal to the amount that they are taken under Subdivision 124-G of the Tax Act to have paid for

them (see section 7.2¢)ii) above).

On the other hand, any loss calculated as the excess of the cost of the MGL Share over the
proceeds received will be deductible to the Shareholder.

Broadly, under anti-overlap provisions, any capital gain or capital loss also arising on disposal
should be reduced by the amount of the assessable gain or deductible logs, as appropriate.
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7.3 EMPLOYEE AND DIRECTOR SHARE PLAN SHAREHOLDERS

a)

Overview

Sharehclders who acquired their MBL Shares under a Macquarie Group amployee or director share
plan who are still subject to the employee share plan tax provisions in Division 13A of the Tax Act
should refer to Section 7.3b). This includes circumstances where:

e the MBL Shares are not covered by an election under s.139E; or
+  a'cessation time' has not otherwise occurred in respect of the MBL Shares.

Other Shareholders who acquired their MBL Shares under an employee or director share plan who are
not subject to tax under the employee share plan tax provisions should instead refer to Section 7.2.
This includes circumstances where:

*  the MBL Shares are covered by an election under s.139E; or
* 2z 'cessation ime’ has otherwise occurred in respect of thelr MBL Shares.
Summary of income tax conseguences under emplayee or director share plan tax provisions

In summary, the Share Scheme will not, of itself, give rise to any income tax consequences for these
Shareholders.

Ordinarly, the disposal of MBL Shares would give rise to a 'cessation time' for Sharghalders in regpect
of their MBL Shares held subject to an employee or director share plan (Employse Shares’) and would
result in an amount being included in their assessable Inceme under the employee share plan
provisions.

However, the Share Scheme will not give rise to a 'cessation time’ in respect of their Employee Shares.
This is because the interpositicn of MGL under the Share Scheme will constitute a ‘restructure’ for the
purposes of the employee share plan provisions, As a result, in the circumstances of the Share
Scheme:

s the MGL Shares will be treated as a continuation of their Employee Shares, even where the MGL
Shares will not be subject to any of the non-disposal and/or forieiture restrictions contained in the
relevant employee share plan; and

* aven if these Shareholders become employed by another member of the Macquarie Group, their
employment will be treated as a continuation of thair current employrment.

Accordingly, amounts will not he included in their assessable income under the employee share plan
provisions in respect of their MGL Shares until a ‘cessation time' (excluding when non-disposal and/or
forfeiture restrictions cease to have effect) subsegquantly oceurs in respect of those MGL Shares. The
amount 1o be so included is described in correspondence previously provided by MBL to thess
Shareholders.

Finally, no capital gain or loss will arise to these Sharsholders as a result of the Share Scheme.

7.4 FOREIGN SHAREHOLDERS

a)

Overview

Shareholders who are not Australian tax residents will need to consider both the Australian tax
implications and the tax implications in their own jurisdiction. The general Australian tax implications are
outlined in Section 7.4b). Specific UK (Section 7.4¢)) and US (Section 7.4d}) tax information is also
provided.,

Ausiralian income tax consequances for non-resident Shareholdars who are not covered by
Section 7.30}
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i Non-resident Sharehclders who participate in the Share Scheme

Broadly, the Australian income tax conseguencas for non-resident Sharsholders who
participate in the Share Scheme are as follows:

* Any capital gain or loss arising to Shareholders who hold their MBL Shares on capital
account should generally be automatically disregarded,

Ordinarity, any capital gain or loss will not be avtomatically disregarded if, for exarmple,
thesg Sharsholders have used thelr MBL Shares at any time in carrying on a business
through a permanent establishment for the purposes of any relevant double tax treaty or
as defined in the Tax Act (Pemrmanent Establishment). In any event, Subdivision 124-G
roll-over relief (as described in Section 7.2) should be available to any such Shareholders.

Additicnally, any capital gain or loss will ordinarily not be automatically disregarded if the
non-resident Shareholders are former Australian resident and, when their Australian tax
residency ceased, they chose under the CGT provisions to disregard the capilal gain or
loss arising &t that tme.

*  Any non-resident Shareholders who hold their MBI Shares as revenue assets or as
trading steck should eonly petentially be subject to Australian tax on any gain on disposal if
all of the fcllowing apply:

- the gain has an Australian source;

- the Sharshelder's holding of MBL Shares constitutes an enterprise for the purposes
of any relevant double tax treaty or as defined in the Tax Act (‘Enterprise’); and

- the Shareholder cames on business through a Permanent Establishment in Australia.

Nevertheless, Subdivisicn 124-G roll-over relief should be available for any such
Sharsholders.

fi) Ineligible Foreign Shareholders who participate in the Foreign Sale Facility

Ineligible Foreign Shareholders are not permitted to participate in the Share Scheme and will
have their MBL Shares compulsorlly transferred to the Sale Facility Agent. Broadly, the Sale

Facility Agent, as nominee of each Ineligible Foreign Shareholder, will participate in the Share
Scherme, sell MGL Shares acquired under the Share Scheme and account tc each Ineligible
Fareign Shareholder for an amount eguivalent to their proportion of the gross sale proceeds,

In those circumstances.

+ Any capital gain or loss arising to Ineligible Foreign Sharehoiders who hold their MBL
Shares on capital account should be disregarded - unless they have used them at any
time in carrying on a business through a Permanent Establishment in Austrafia.

* Any Ineligible Foreign Shareholders who hold their MBL Shares as revenue assets or as
trading stock should only be subject to Australian tax cn any gain on disposal if all of the
following apply:

— the gain has an Australian source;
— the Shareholder’s holding of MBL Shares constitutes an Enterprise; and
- the Shareholder carries on business through a Permanent Estabiishment in Australia,

o Ay assessable amount/taxable capital gain arising to ineligible Foreign Sharcholders wil
not be subject to Subdivision 124-G roll-over relisf,

Please see Secticn 9.12 for further information cn Ineligible Foreign Shareholders and the Foreign
Sale Facility.
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c) UK income tax consaguences for UK tax resident Shareholders

The information in this Section is of a general nature only and may not deal with all the tax consequences that
may affect particular Shareholders. It does not constitute tax acvice and sheuld not be relied upon as suc. The
information is based an relevant UK Acts, Regulations and judicial and administrative decisicns, applicalle &s
the date of this Explanatory Memorandum which are subject to change, possibly with retroactive effect.

No ruling from HM Revenue & Customs with respect to the tax consequences has been sought.
This Section summarises the general UK tax conseguences for Sharghoiders wha:

e are UK domiciled,

¢ are Resident and Ordinarilly Resident for UK tax purposes (i.e. normally reside in the UK);

e hold their MBL Shares on capital account (and the MBL Shares are not subject to any post-acquisition
employment related restrictions); and

» personally own, or with persons connected with the Sharehclder together own, less than 5% of MBL
Shares.

These Shareholders should disregard any capital gain or loss they make on their MBL Shares under the Share
Scheme.

MGL Shares shculd then be treated as the same asset as the MBL Shares, acquired on the date the MBL
Shares were originally acquirsd. The charge to capital gains should then arise on the disposal of MGL Shares.

This section does not address the UK tax conseguences for Shareholders who do not meet all of the above
criteria.

d) US income tax conseguences for US tax resident Shareholders

The information in this section is of a general nature only and may not deal with all the income tax
consequences that may affect particular Sharehclders. It does not constitute tax advice and should not be relied
upon as such. The information is based on the relevant US Federal Code, Regulations, and judicial and
administrative decisions, applicable at the date of this Explanatory Memorandum which are subject io change,
possibly with retroactive effect.

No ruling from the US Internal Revenue Service with respact to the income tax consequences has been sought.
This section surnmarises the general US Federal income tax consequences for Shareholders who:

s zre a United States citizen or tax resident for US tax purposss;

« hold their MBL Shares on ¢apital account; and

o personally own, or with persons connected with the Shareholder together own, less than &% of MBL
Shares.

These Shareholders should not recognisa any gain they make on their MBL Shares under the Share Scheme.
If there is & gain on the disposal of MBL Shares, MGL Shares should then be treatad as:

s  having the same aggregate tax bagis as the MBL Shares; and

e including the helding period for the MBL Shares.

On disposal of the MGL Share, there may then be a gain that arises at that time.

This saction does not address the US income tax consequences for Shareholders who do not meet all of the
above criteria,
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This Section does not address potential state or local income tax issues.
) Residents of other jurisdictions

Residents of other jurisdicticns should obtain advice as to the foreign income tax conseguences of disposing of
their MBL Shares that is specific to their circumstances.

7.5 GST

Ne GST should be payable in raspect of the transactions outlined above, including:
+ the disposal of the MBL Shares; and
» the acquisition of the MGL Shares.

As these transactions all involve dealings with securities, the various supplies will either be input taxed or will fall
outside Australia’'s GST jurisdiction. In either case, they will not be subject to GST,

7.6 TAXFILE NUMBERS

Governing legislation does nat automatically ransfer Australian Tax File Number (TFN') or Australian Business
Number (‘ABN') (as appropriate) guotation by MBL Shareholders to MGL. MBL is therefore seekng appropriate
administrative approvals to provide MGL with the TFN or ABN natification or detalls of any exemptions pertaining
to MBL shareholders. If approval is not received, MGL will give Shareholders the opportunity 1o provide MGL
with a TFN or ABN nctification or details of the relevant exemption.

It a TEN, ABN notification or detalls of the relevant exempticn is not provided to MGL by the Shareholder or by
MBL, tax at the relevant rate (curently 46.5%) will be deducted from the unfranked cormponent of dividends paid
by MGL. However, Shareholders are entitled to claim an income tax credit/refund (as applicable) in their income
tax retuns in respect of the tax withheld.
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8 INFORMATION FOR OPTIONHOLDERS

8.1 OVERVIEW OF THE OPTION SCHEME

The Option Scherme Meeting will provide the opportunity for Scheme Optionholders to consider and vote on the
Option Scheme Resclution.

In order for the Option Scheme to be approved, a majority of Scheme Optionholders present and voting at the
Option Scherme Meeting, whase voting rights amount in aggregate to at leasi 75% of the total voting rights of
Scheme Optionholders present and voting at the mesting, must vote in favour of the Option Scheme
Resolution. As Scheme Optionnetders are to have one vote for each AS1 of MBL Option value held, MBL has
engaged KPMG to determing the value of MBL Options as at the date of the Option Scheme Meeting for the
sole purpose of determining voting rights of Scheme Optionhaoiders at the Option Scheme Meeting.

Iif the Option Scheme is approved and all the relevant conditions are satisfied, all MBL. Options outstanding on
the Implementation Date will be cancelled without the need for further action by Scheme Optionholders,

In consideration for the cancellation of all MBL Cptions, MGL will issue an equal number of MGL Options (¢
Schame Optionholders. Under the MGL Deed Poll, MGL will undertake to issue the MGL Options to each
Scheme Optionholder on the Implementation Date immediately following the cancellation of MBL Options
pursuant to the Option Scheme. This will happen without the need for any further action by Scheme
Opticnholders.

As a result, the composition of MGL Optionholders immediately after the implementation cf the Option Scheme
will ba the same as that of Scherme Optionholders.

Under the Macguarie Bank Employes Share Option Plan {{MBESOP"), BSCL is the registered holder of the MBL
Options as nominee for individual grantees of MBL Options who are the Scheme Optionholders. The Beard has
amended the rules of the MBESOP to make provision for the cancellation of the MBL Options in consideration
for the grant of MGL Options and for BSCL to consent to the cancellation of the MBL Opticns and the rernoval
of its name from the register of the MBL Opticns on the implementation of the Option Scheme.

See Appendix B for the full terms of the Option Scheme.,

8.2 TERMS OF MGL OPTIONS ISSUED IN CONSIDERATION FOR CANCELLED
MBL OPTIONS

MGL Options issued in consideration for the cancellation of MBL Opticns, in accordance with the Option
Scheme, will include the following key terms;

+ Issue of MGL Options — MGL Opticns will be issued under the Macguarie Group Employee Share Option
Plan ('ESOP'), MGL Options issued to Scheme Optionholders in South Africa and MGL Options issued in
consideration for the canceliation of MBL Opticns held under the current UK Subplan of the MBESOR will
be issued subject to terms and conditions of jurisdiction specific rules of the ESOP. The terms of the rules
of the ESOP for the UK substantially replicate those of the existing rules in force in the UK. The terms of the
rules of the ESCP for South Africa are new. MGL Options issued in respect of MBL Options held under the
current MBESOP India Subplan will be held under the rules of the ESOP. The rules of the ESOP, the ESCP
UK Subplan and the ESOP South Africa Subplan can be obtained on requast by sending an email to
options.helpdesk@macquarie.com.

e Exercise price — each MGL Option Issued will have an exercise price equal to the exercise price of the MBL
Qption which it replaces.

e Expiry date - each MGL Option issued will have the same expiry date as that of the MBL Option which it
replaces.
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* Vesting peniod - each MGL Option issued will nave the same vesting period as that of the M3L Option
which it replaces.

= Exercise conditions — each MGL Option issued will have the same exercise conditions as those of the MBL
Option which it replaces with such modifications as are necessary to reflect that:

- Issues - the issuer of the MGL Opiions is MGL;

- Performance hurdles - any performance hurdles that are measured by reference to the average annuat
‘Return on Ordinary Equity’ are re-expressed 10 be measured against the average annual '‘Retum on
Ordinary Equity’ of MBL. ior financial years ending before the Implementation Date and against the
average annual ‘Retum on Ordinary Equity’ of MGL for financial years ending on or after the
Implementation Date; and

- Registered holder — the terms and conditions of each MGL Option issued will have such modffications
as are necessary to reflect that the MGL Option is registered in the name of the Scheme Optionholder
and not in the name of BSCL as nominee of the Scheme Optionholder.

8.3 GRANT OF POWER OF ATTORNEY TO MBL

[f the Option Scheme is approved, each Scheme Optionholder will be deemed to have appeinted MBL to act as
its attorney and agent for the purposes of executing any document, or doing any other act or thing necessary or
desirable (including applying for the issue of the MGL Options) to give effect to the Option Scheme. Under the
Option Scheme, MBL will also be appointed as the Scheme Optionholder's attorney and agent to enter into a
powsr of attomay (‘Power of Attorney’) in favour of the entity acting as plan company under the ESOP and its
officers (ESOP Plan Company’).

The powers granted to the ESOP Plan Company under the Power of Attornay will be Imited to those MGL
Shares issued to Scheme Optionholders upon proper exercise of their MGL Options that are held subject to
restrictions under the rules of the ESOP {ESOP Rules'). This Power of Attorney will authorise the ESOP Plan
Cornpany to dispose of or otherwise deal with any MGL Shares, and to execute documentation on behalf of the
Scheme Optionhalder for the acquisition or disposal of the MGL Shares in accordance with the ESOP Rules.

8.4 EXERCISE OF MBL OPTIONS PRIOR TO THE RESTRUCTURE

During the period between the date of this Explanatory Memcrandum and the Implementation Date there will be
no staff trading period during which MBL Opticns may be exercised. Accordingly, it will not be possible for
Scheme Optionholders to exercise any MBL Options.

If the Option Scheme is approved and all the relevant conditions are satisfied, each Scheme Optionholder will
be prohibited from exarcising their MBL Options notwithstanding any terms on which the MBL Options may
have been issued.

8.5 TAXATION IMPLICATIONS FOR OPTIONHOLDERS

8.5.1 Preliminary

This section containg a general outling of the Australian income tax and goods and services tax ('GST)
implications for Optionholders of the Option Scheme.

a) To whom does this section apply?

This Section applies to Scherme Optionhelders who acquired their MBL Options under the Macquarie Bank
Employee Share Option Plan {MBESOP') and who, during the period of holding the MBL Options, have always
been Australian residents for Ausiralian income tax purposes.
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This section doss not address the Australian income tax treatmeant for Scheme Optionnelders who are residents
of any country other than Australia for Australian income tax purposes. Residents of other jurisdictions should
obtain advice specific to their circumstances as 1o the income tax conseguences of the cancellation of thair
MBL Options.

bj Qualifications

The information contained in this section is of a genaral nature only. It does not constitute {ax advice and should
not be relied upon as such.

All Opticnholders should seek independent professional advice on the consequences of participating in the
Scheme, based on their particular circumstances.

This section is based on the provisions of the Income Tax Assessment Act 1938, the iIncome Tax Assassment
Act 1997 (each, the Tax Act', as appropriate}, the A New Tax System (Goods and Services Tax) Act 1993 and
related acts, regulations and ATO nulings and determinations applicable at the date of this Explanatory
Mernorandurn.

8.5.2 Optionholders subject to the employee option plan provisions
a} Overview

The comments in this section apply only to Scheme Optionholders in respect of their MBL Options acquired
under the MBESOP, in circumstances where:

» the MBL Options are not covered by an election under s.138E of the Tax Act
s a'cessation time' has not otherwise occurred in respect of their MBL Options; and
» the Optionhclder is not & ‘controlled company’ (as defined in the nules of the MBESOP (MBESOP Rules').

These Scheme Optionholders are subject to the employee option plan provisions in Division 13A of the Tax Act
(the 'Employee Option Plan Provisions’) in respect of such MBL Options (the 'Employee Options)).

Cther Optionholdars should refer to Section 8.5.3.
b) Australian income tax consequences

In summary, the Option Scheme will not, of itself, giva rise to any income tax consequences for these
Opticnholders.

Crdinarily, the cancellation of MBL. Options would give rise to a 'cessation time' for Optionholders in respect of
their Employee Opticns and would result in an amount being included in their assessable income under the
Employee Option Plan Provisions.

However, the Option Scheme will not give rise to a 'cessation time’ in respect of thelr Employee Options
because the intarpesition of MGL under the Option Scheme will constitute a ‘restructure’ for the purposes of the
Employee Opticn Plan Provisions. As a result, in the circumstances of the Option Scheme:

+ the MGL Options will be treated as a continuation of their Employee Options; and

s ovenif these Optionhoiders become emplayed by another member of the Macqguarnie Group, their
ermployment will be treated as a continuation of their cument employment.

Accordingly, amounts will not be included in their assessable income under the Employee Option Plan
Provisions in respect of their MGL Options until a ‘cessation time' subsequently occurs in respect of those MGL
Options. The amount to be included is described in the material previously provided by MBL to these
Optionholders.

Finally, no capital gain or loss will arise to these Optionholders as a result of the implementation of the Option
Scheme.
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B8.5.3 Other Optionholders

a) Overview

This section applies o Scheme Optionholders;

e whose MBL Options are covered by a s.138E election; or

¢ forwhom a cessation time has occurred in respect of their MBL Options; or

* who are a consultant {as defined in the MBESOP Rules); or

e who are an associated company employee (as defined in the MBESOP Rules); or
+ who are a controlled company (as deiined in the MBESOP Rutes).

Under the Option Scheme, each Schemea Optionholder will have their MBI Options cancelled and in
consideration will receive a corresponding number of MGL Options.

b} Consequences where Scherme Options are held on capital account

It is assumed that Scherme Optionholders de not hold their MBL Options on revenue account or as trading
stock.

The cancellation of MBL Options in consideration for the issue of MGL Options will be a capital gains tax (CGT))
event for Scheme Optionholders. Scheme Optionholders will make:

o acapital gain if the capital proceeds for the cancellation of their MBL Options are greater ihan the cost base
of their MBL Options, subject to the application of Subdivision 124-M CGT scrip-for-scrin roll-over relief
(CGT roll-over relief); or

e acapital loss if the reduced cost base of their MBL Options is greater than the capital proceeds for the
cancellation of their MBL Options.

The capital procaeds for the cancellation of MBL Options will be the aggregate market value of the MGL Options
issued in consideration for the cancellation of MBL Opticns. In this regard, the market value of the MGL Options
should be worked out at the Implementation Date — being the time of the CGT event.

The cost base of MBL Options will generally include the market value of the MBL Options when the
Optionholder first acquired them (this will alsc be the amount ¢n which the Optioriholder, or in the case of a
controlled company the associate employes, was taxed under the Employee Option Plan Provisions).

i) Availahility of CGT roll-over relief

To be able to cheose CGT roll-over relief, there are a number of condiiions that need to be satisfied. These
conditions should be satisfied such that Optionholders should be eligible to choose CGT rofl-over relief in
relation to the cancellation of their MBL Options.

it) Efiect of CGT roll-over relief

Where CGT roll-over relief is available and an Optionholder chooses CGT roll-over relief for MBL Options
exchanged for MGL Options, the capital gain in respect of the cancellation of MBL Options is disregarded.

The effect of CGT roli-over relief is to defer the capiial gain unti the subsequent disposal of the MGL Options (or
MGL Shares acquired upon exercise of MGL Options).

The consequences of choosing CGT roll-over relief are that:

e the cost base and reduced cost base of the MGL Options received by a Scheme Optienholder will be the
portion of the cost base and reduced cost base of the Scheme Optionhelder's MBL Options that is
‘reasonably attributed’ to them,; and

128 | EXPLANATORY MEMORANDUM




+ {he MGL Options will be taken to have been acquired at the time that the MBL Options were originally taken
i0 have been acquired. As such, this will affect the taxation consequences of a subsequent disposal or
other taxation event in relation to the MGL Opticns (see Section 8.5.3c)). Further, see Section 7.3 in relation
1o the time of acquisition of MGL Shares acquired upon exercise of the MGL Options.

i) How to choose CGT roll-over relief

Scheme Optionhoiders will need to choose CGT roll-over relief before lodging their income tax return for the
income year in which ihe Implementation Date occurs. For most Scheme Optionholders, this is expected to be
the tax return for the year ending 30 June 2008. Choosing CGT roll-over relief can simply be evidenced by
sxcluding the relevant capital gain, in respect of which CGT roll-over relief is chosen, from the Scheme
Optionholder's tax retumn.

i) Where CGT roll-over relief is not chosan

Set aut below are the CGT conseguences of the Option Scheme for Scheme Optionholders who make a
capital gain as a resuli of cancellation of their MBL Options pursuant to the Option Scheme and that capital gain
is not disregarded because the Scheme Optionholder does not choose CGT roll-aver relief in respect of some
or all of their MBL Options.

Scheme Optionho'ders wifl make:

« acapital gain if the capital proceeds for their MBL Options are greater than the cost base of their MBL
Options; or

« acapital loss if the reduced cost base of their MBL Options is greater than the capital proceeds for their
MBL. Options.

Capital gains and capital losses of a taxpayer in an income year fram all sources are aggregated to determing
whether there is a net capital gain or net capital loss for that income year.

A net capital gain for the income year is included in the taxpayer's assessable income and is subject to income
tax at the taxpayer's margina! tax rate. A net capital loss for the income year cannot be deducted against other
income for iIncome tax purposes, but may be carried forward to offset against capital gains derived in future
income years. Specific capital loss carry forward rules apply to Scheme Opticnholders that are companies.

Individuals, complying superannuation entities or frustees that have held MBL Options for at least 12 monihs
should be entitled to discount the amount of the capital gain (after the application of any current year or carny
forward capital losses). The amount of this discount is 50% in the case of individuals and trustees and 33.33%
for complying superannuation entities. This is referred to as tha 'CGT discount’. The CGT discount is not
available for Optionholders that are companies.

Where the Optionholder is a trustee of a trust, the CGT discount may flow through to the beneficiaries in that
trust, other than beneficiaries that are companies. Optionholders that are trustees should seek specific advice
regarding the tax consequencas of distibutions to beneficiaries attributable to discount capital gains.

c} Conseguences of other Optionholders receiving MGL Options

Essentially, three possibilities arse from receiving MGL Options:

» the Optionholder could dispose of the MGL Options; ¢r

e the MGL Options could expire unexercised; or

¢ the Optionholder could exarcise the MGL Options and acquire MGL Shares.

This secticn assumes that Optionholders hold their MGL Options on capital account.

i Disposal of MGL Options

The disposal of MGL Options will be a CGT event for Optionholders. Optionholders will make:
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* acapital gain if the capital proceeds for the disposal of their MGL Options are greater than the cost base of
their MGL Options, subject to the application of any CGT scrip-for-scrip roll-over relief applicable in the
circumstances of the disposal; or

+ acapital loss if the reduced cost base of thelr MGL Options is greater than the capital proceeds for the
transfer of their MGL Options.

The capital proceeds for the disposal of MGL Options will generally be the aggregate of ihe money and the
market value of any property the Optionholders receive or are entitlied to receive in respect of the disposal of
MGL Options.

The cost base of MGL Options will generally be equal to the cost base in their MBL Options (see Section
8.5.3b)).

i) Expiry of MGL Options

If MGL Options expire unexercised, then the precise consequences for Optionholders will depend on whether
they were an employee of MBL (or subsidiary of MBL) when the MBL Option was acquired.

If an Optionhelder was an employee of MBL or a subsidiary of MBL when they acquired their MBL Options then,
for the purposes of the Employee Option Plan Provisions, the Optionholder is treated as never having acquired
their MBL Options. The Optionheider is entitled to lodge an amended assessmenit for the income year in which
an amount was inciuded in their assessable income in respect of their MBL Options pursuant tc the Employee
Option Plan Provisions, effectively reversing the inclusion of that amount. The Optionhalder may, depending on
their circumstances, be entitled 10 & tax refund and interest for cverpayment of tax. As a practical matter, no
adverse consequences should arise to the Optiocnholder under the CGT provisions as a resuli of the MGL
Opticns expiring unexercised.

If an Optionholder was not an employse of MBL or of a subsidiary of MBL when they acquired their MBL
Opticns, they will make a capital loss equal to the cost base of their MGL Options.

The cost base of MGL Opticns wil generally be equal to the cost base in thelr MBL Options {see Section
8.5.3b)).

ii) Exsrcise of MGL Options

Any capital gain or loss arising upon exercise of MGL Options will be disregarded. Instead Gptionholders will
have a cost base for their MGL Shares equal to the total of the cost base of their MGL Options (see Section
8.5.3b)) and the amount thay paid to exercise their MGL Options.

Optionholders will be treated for CGT purposes as having acquired their MGL Shares when they became their
owner (ie. upon exercise of MGL Options).

8.5.4 Compensation for Optionholders

If the Option Scheme proceeds and an Optionholder suffers a tax detrimeant as a direct consequence of the
Option Scheme, that Optionholder will receive, under the terms of the Option Scheme, compensation for
permanent losses and a loan for timing differences.

8.5.5 GST
No GST should generally be payable in respect of the transactions outlined above, including:
* the canceliation of the MBL Options; and

+ the acquisition of the MGL. Options.

Ag thase transactions all involve dealings with securities, the various supplies will either be input taxed or will 1all
outside Australia's GST jurisdiction. In either case, they will not be subject to GST.
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There may be an indirect GST cost for sharehclders In relation to GST charged on supplies related to the
transactions outlined above (ag, legal and other adviser fees paid to obtain advice on whether to participate in
the Opticn Scheme).

B8.5.6 Tax File Numbers

Optionholders who exercise their MGL Options and acquire MGL Shares may netify MGL of their Australian Tax
File Number {TFN") (or Australian Business Number {'ABN') if the MGL Shares are held by them in the course of
carrying cn an Enterprise).

If a TFN, ABN natification or details of the relevant exemption is not provided to MGL, tax at the relevant rate
{currently 46.5%) will be deducted from the unfranked cormpaonent of dividends paid by MGL. However, these
MGL shareholders are entitied to claim an income tax credit/refund (as applicable) in their income tax returns in
respect of the tax withheld.
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9 ADDITIONAL INFORMATION

9.1

MGL CONSTITUTION

The main rules goveming the rights and obligations of MGL Shareholders and ihe powers and duties of MGL's
Directors are set out in the proposed MGL canstitution. The Corporations Act, exemptions and declarations by
ASIC and the Listing Rules are also relevant to the rights and obligations of Shareholders.

The material differences between the current MBL constitution and the proposed MGL. constitution are
summarised below. A complate copy of the proposed MGL constitution is available upon request.

Prescribed interest rate ~ The MBL constitution provides that interest may be charged at a rate of up to 8%
per annum or as the Directors determine on moneys payable in respect of shares, including for unpaid
calls, forfeited shares and prepayment of calls.  The MGL constitution instead provides that the rate ihat
may be charged is the prevailing MBL overdraft rate for an armount equal to the amount to which the
prescribed interest rate is applicable, calculated daily.

Application of Listing Rules — The MGL constitution provides that while MGL is on the official fist of AGX, the
constitution is modified to the extent required to comply with the Listing Rules.

Joint holders - The MGL constitution provides that where two or mare persons are joint holders of shares
they hold the shares as joint tenants with righis of survivorship. MGL is not required to register more than
ihree persons as joint holders of a share.

Currency of payments — The MGL consiitution provides that the Directors may determing to pay a
distribution in a currency other than Australian currency and may differentiate between Shareholders as to
the curency in which any amount payable to a Sharehalder may be paid.

Holding focks and liens — The provision in the MBL constitution that provides for MBL to apply a holding
lock to shares cver which it has a lien has not been retained in the MGL constitution. The ASTC Settlement
Rutes provide for when holding locks can be applied, and provide spegifically that an entity may apply a
holding lock if the entity has a lisn on the shares.

Instrument of transfer — The MBL. constitution requires that instruments of transfer be retained for two years
whareas the MGL constitution raguires that they be retained for the period required by law.

Call on shares — The MGL constitution provides that Shareholders must be given at least 30 Business
Days' notice of a call on shares and must make payment in accordance with the requirements of that
notice.

General mesting convened by a Director - The MBL constitution provides for a general meeting
requisitionad by Sharehciders to be dissolved where a quorum is not present within 30 minules after the
time appointed for the meeting. This provision has been retained in the MGL constitution, and in addition,
the MGL constitution provides that a general meeting convened by a Director will also be dissolved where a
quorum is not present within 30 minutes after the time appointed for the meeting.

Quorum at adjourned meetings - The MGL constitution provides that where a general meeting is adjournad
as a result of a quorum not being present within 30 minutes after the time appointad for the meeting, the
quorum at that adjourned meeting is reducad to two persons who must each be a Shareholder, proxy,
attormey or representative.

Unpaid calls and voting — The MBL constitution provides that a member cannot exercise voies aitaching to
their shares untess all calls presently payable in respect of their shares have been paid.  The MGL
constitution instead provides that a Shareholder is not entitled to cast a vote attached to a share on which a
call due and payable has not been paid.
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» Direct voting - The MGL constitution provides that the Directors may authorise and regulate direct voting,
that is voting by post, fax or electronic means, on resolutions to be put to general or class mestings.

s Fit and proper policy — In addition to the eligibility requirements for election as a Director in the MBL
constitution, to be consistent with APRA requirements (in particutar, APRA Prudential Standard APS 520 Fit
and Propar), the MGL constitution provides that a person is only €ligible for election as a Director if the
person: provides all information and consents the Directors reasonably require to determine if the person is
of appropriate fitness and propriety to be a Director by reference to MGL's Fit and Proper Folicy, is not
disqualified or prevented by law from being a Director, and is assessed by the Direciors as being of
appropriate fitness and propriety to be a Director by reference to MGL's Fit and Propar Policy,

e Qtherinterests of Directors — The MGL constitution expands on what other interests a Director may have as
provided by the MBL constitution. The MGL censtitution provides that, subject to compliance with the
Corporations Act, a Director may:

- participate in any association, institution, fund, trust or scheme for past or present employees of MGL
or Directors or related persons;

- actin any professional capacity for MGL, except as auditor;

- participate in, vote on and be counted in a guorum for any meeting, resolution or decision cf the
Directors and may be prasent at any meeting where any matter is being considered by the Directors;
and

- sign or participate in the execution ¢f a document by or en behalf of MGL.

A reference tc MGL in this article in the MGL constitution is aiso a reference to each related body corporate
of MGL.

« Vacation of office - In addition t¢ when the office of a Director becomes vacant undar the MBL constitution,
the MGL constitution provides that the office of a Director becomes vacant if the Director:

- does not provide the requisite information and consents in response to a reasonable request under
MGL’s Fit and Proper Policy;

- is found not to be a fit and proper person after an assessment under MGL's Fit and Proper Policy;
- is the subject of a direction under section 23 of the Banking Act; or

- is removed irom office by resolution under section 2030 of the Corporations Act, but without depriving
the Director of compensation or damages payable to the Director in respect of the termination of the
Director's appointment as a Director or of an appointment terminating with that appeintrment.

¢ bvidence of service - There is a new article in the MGL constitution that service may be evidenced by a
written certificate signed by a Direcior or & secretary.

¢ Director’s indemnity — There is a provision in the MGL constitution indemnifying Directors and secretarigs of
MGL or iis subsidiaries for legal costs incurred in good faith in obtaining legal advice on issues relevant o
perdormance of functions and discharge of duties where such expenditure has been approved in
accordance with MGL's policy.

9.2 DIVIDEND REINVESTMENT PLAN

MGL will estallish a Dividend Reinvestrnent Plan (DRP') to provide eligible MGL Shareholders with the choice of
reinvesting some or all of their dividends in new MGL Shares rather than raceiving those dividends in cash. The
DRP will commence operation on such date as the Directors in their sole discretion determine.

Eligitle Shareholders may elact to participate in the DRP in respect of all or some of their MGL Shares. Where a
Shareholder participates in the DRP, dividends payable in respect of participating MGL Shares {'CRP Shares’)
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will be applied by MGL on the Shareholdear's behaif in subscribing for MGL Shares. The Directors may at any
time limit participation in the DRP by limiting the amount of dividend which may be reinvested under the DRP.

Some of the principal features of the DRP are:

» Participation — Shareholders may eleci to participate in the DRP in respect of some or &l of their MGL
Shares. A Shareholder may vary his or her participation or withdraw from the DRP by lodging a notice of
variation. A notice of variation is only effective in respect of a dividend if it is received by MGL before the
record date for that dividend.

o [ssue price - New MGL Shares will be issued under the DRP at the volume weighted average price for
MGL Shares on ASX on the record date of the relevant dividend and the following four Business Days or, if
that value is considered by the MGL Direciors to not represent the fair market value of the new MGL
Shares, the amount deiermined by the MGL Directors as the then fair market value of ihe new MGL Shares
less such discount, if any, not exceeding 5%, as determined by the Voting Dirsctors.

s  Entittement — The number of new MGL Shares to be issued to a participant in the DRP will be detemined
by dividing the amount of the dividend to be paid to a participani at the record date for that dividend {plus
the residual positive balance carried forward in a participant's plan account, less any withholding tax
deductible or other amount MGL is entitled to retain int respect of the dividend or DRP Shares) by the issue
price and rounding that number down to the nearest whote number (if necessary).

e  New MGL Shares - All new MGL Shares allotted under the DRP will from the date of allotment rank equally
in all respects with existing MGL Shares. MGL will apply for quotation of MGL Shares newly allotied under
the DRP on ASX promptly after each allotrent of those MGL Shares. Once the new MGL Shares are
allotted to DRP participants and quoted cn ASX, they may be scld by the Shargholder.

« DRP statements - Participating Shareholders will be sent a statement with each allotment of new MCGL
Shares under the DRP giving details of their participation.

¢ Variation, suspension and temination ~ The DRP may be modffied, suspended or terminated by the
Directors after giving ong month's written notice to all participants.

¢ (Costs — Shareholders participating in the DRP pay no brokerage, commission or other transaction costs on
naw MGL Shares allotted under the DRP.

9.2.1 Shareholder participation in MGL DRP

Shareholders who are currently participating in the MBL DRP will, under the terms of the Share Scheme, agree
to participate in the MGL DRP in the same manner and to the same extent as thelr current pariicipation in the
MBL DRP. Any Shareholders currently participating in the MBL. DRP, who do not wish to participate in the MGL
DRP shouid withdraw their participation in the MBL DRP by ledging a completed Notice of Variation under the
MBL DRP.

For Shareholders who participate in the MBL DRP, residual balances in their MBL DRP accounts will be paid by
MBL to MGL and applied undar the MGL DRP to subscribe for MGL Shares in the future. All MGL Shareholdars
will receive further detailed information regarding the termns of the new MGL DRP shortly after the implermenitation
of the Restructure. It is expected that the first MGL dividend will be paid in late January 2008,

9.3 KEY RESTRUCTURE AGREEMENTS

9.3.1 Implementation Deed

MBL and MGL have entered into the lmplementation Deed which sets out their respective obligations in
implermenting the Restructure, This section contains a brief overview of the key terms of the Implementation
Deed.
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a) Agreement to undertake Restructure

Each of MBL and MGL. undertakes to use its best endeavours to give effect to the Restructure subjeci to the
Implementation Deed, their respective constitutions, the law and the Listing Rules. This includes best
endeavours to ensure satisfaction of the conditions.

b} Conditions

The parties’ cbligations to implement the Restructure do not hecome binding uritil a number of conditions
precedent have been satisfied or waived. At the date of this Explanatory Memorandum, the conditions
precedent yet 1o be satisfied are:

¢ Shareholdars pass the Share Scheme Resolutions and Optionholders pass the Option Scheme
Resclutions;

¢ the Capital Reduction Rasclution is passed at the General Mesating;

e ASX grants such waivers from the Listing Rules which, in the opinion of MBL., are reasonably necessary for
the implementation of the Restructure;

s the Treasurer granting approval of the Restructure under the NOHC Restructure Legislation (including a
restrictive instrument that provides relief from the Gorporations Act) in terms reasonably satisfactery to MBL,
and any other approval which, in the opinion of MBL is reascnably nacessary for the implementation of the
Restructure;

« the Court approves the Share Scheme and Option Scheme undar section 411{4)(b) of the Corporations
ACH;

¢ {he MGL Deed Poll and the Sale Facility Agent Deed Poll are not terminated;

» {nere is no action or prefirninary or final order or decree {or cormmencement or threat of any of these)
restraining or prohibiting the implementation of the Restructure; and

e ASXindicates in writing that it will grant permission for MGL Shares to be quoted.
o] Undertakings
The parties undertake to do the following:

= MBL must approve a special MGL Shareholders’ resolution to approve the cancellation of MGL Shares heid
by MBL after MGL Shares have been issued to Scheme Shareholders under the Share Schemes;

« each party must take all steps applicable to it 1o meet any requirernent of the Corporations Act, ASIC, ASX,
APRA, the Treasurer and the Court, relating (o the Restructure;

s if the Share Scheme Rasolutions and Option Scheme Resolutions are passed:
- MBL must apply for a Second Court Date and
- MGL must execute the MGL Deed Pall;

+ if the Couri approves the Share Scheme and Opticn Scheme, MBL must lodge with ASIC an office copy of
such Court Orders;

MBL must procure the Sale Facility Agent to execute the Sale Facility Agent Deed Poll; and
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e if the Gouri approves the Share Scheme and Option Scheme, each party must take the necessary sleps to
implement the Share Scheme and Option Scheme on the Implementation Date including:

- the Foreign Sale Facility

- transfer of MBL Shares to MGL
- issue of MGL Shares

- cancellation of MBL Options

— issue of MGL Options

- compensation to Scheme Optionholders due to adverse tax consequences (described further in
Section 1.6)

- cancelation of MGL Shares held by MBL.
d) Temmination rights

The parties may terminate the Implementation Deed by mutual agreement at any time prior 1o the Court making
the Court Order.

9.3.2 MGL Deed Poll

Prior io the Second Court Haaring, MGL will enter into the MGL Deed Poll in favour of each Scheme
Shareholder and each Scheme Optionholder. MGL will covenant to:

» accept all MBL Shares from Schame Shareholders;

s issue MGL Shares to Scheme Shareholders in consideration;

+ enter the namas of Scheme Shareholders into a MGL Share register;

« issue MGL Options which represent consicieration io Scheme Optionholders;

= enter the names of Scheme Opticnholders into a MGL Option register; and

» compensate Scheme Optonholders due to adverse tax consequences (described further in Section 1.8).

The MGL Deed Poll is subject to the same conditions precedent as the Implementation Deed and will terminate
automatically if the Implementation Deed is terminated.

9.4 EMPLOYEE AND DIRECTOR PLANS

MGL will establish the following employee and director equity plans to assist in the attraction, retention and
motivation of directors, employees and consullants of the Macquarie Group:

»  Macquarie Group Employee Share Plan;

= Macqguarie Group Staff Share Acquisition Plan;

s Macguare Group Employes Share Option Plan; and

» Macquarie Group Non-Executive Director Share Acquisition Plan,

ln addition, subsidiaries of MGL will assume responsibility for the current Birectors' Profit Share Plan {DPS Plan')
which involves the retenticn of proiit share entitlements of executive directors of the Macquarie Group.

The terms of the plans substantially replicate the terms of the equivalent plans currentty operated by MBL except
as described in Section 8.2. Information on the employee and director equity plans and the DPS Plan currently
operated by MBL is set out in MBL's 2007 Annua!l Review (see pages 62 to 70} and Financial Report (s
pages 54-57).
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MBL will ensure that the existing Shareholder approvals for these employee equity plans and the approvals
granted at the 2005 AGM in redation to the DPS Plan will be replicated for the equivalent MGL emplovee equity
plans and DPS Plan, to the extent required by current laws and regulations, so that the MGL. plans may operate
after the implementation of the Restruciure, in an eguivalent manner to the way these MBL plans operate today.

9.5 DIRECTORS’ INTERESTS
At 1 September 2007, the following MBL Shares and MBL Options were held by or on behalf of the Directors:

MBL Shares held MBL Options held

D S Clarke 704,363 -

A E Moss 404,236 670,400'
L G Cox 269,812 32,265
Pt Kirby 9,772

C B Livingstone 8,334 -

H K McCann 11,359 -

J R Niland 7,958 -

H M Nugent 12,443 -

P HWarne B.377 -

Issued pursuant 1o the MBESOP and subject 10 the exercise conditions applying to grants of MBL Options to Executive Directors,
As at 1 September 2007, the following other material interests were held by or on behalf of the Directors

Diract interests Indirect interests

D.S. Clarke e 285,575 zero cost colars' e 213,517 zero cost collars’

« 100,784 zero cost collars®

1) Mr Clarke has entered into a zero cost collar transaction with MBL in respect of 153,296 MBL Shares, which had the effect of
acquiring cash-setlled put options against moverments in the MBL share price below the then curent share price, and disposing of
the henefit of any share price movements above a nominated level over the period from 16 May 2003 to 12 June 2008, in respect of
those MBL Shares. Mr Clarke has entered into a zero cost collar transaction with MBL in respect of 107,083 iully paid ordinary MBL
Shares, which had the effect of acquiring cash-settled put options against movements in the MBL Share price below the then current
share price, and disposing of the benefit of any share price movements above a nominated level over the period from 20 May 2003
to 12 June 2008, in respect of those MBL Shares. Mr Clarke has entered inte a zero cost collar ransaction with MBL in respect of
25,196 MBL Shares, which had the effect of acquiring cash-settled put options against mevemenis in the MBL share price below
the then curent share price, and disposing of the benefit of any share price movernents above & rominaied level over the period
from 19 August 2004 to 18 August 2009, in respect of those MBL Shares.

2) A company in which Mr Clarke has a relevant interest has entered inio a zero cost collar transaction with MBL in respect of
213,517 MBL Shares, which had the effect of acquinng cash-setiled put options against movements in the MBL share price below
the then current share price over the period from 15 June 2005 to 14 June 2010, in respect of those shares.

3) A company in which Mr Clarke has a relevant interest has entered into a zero cost collar transaction with MBL in respect of
100,784 MBL Shares, which had the effect of acquiring cash-settied put options against movements in the MBL share price below
the then current share price, and disposing of the bangfit of any share price movements above a nominated level over the period
from 16 May 2003 to 12 June 2008, in respact of those shares,

The transactions in footnotes 1 to 3 above do not relate to those MBL Shares in respect of which Mr Clarke is not permitted by MBL
policy 1o minimise his equity risk.
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The Diractors also have certain interests in managed investment schemes made available by controlied entities
of MBL. Those interests are disclosed to ASX in accordance with the requirements of the Corporations At and
the Listing Rules and are set out in each MBL Annual Review. (See pages 93-95 of the 2007 Annual Reviaw.)

9.6 ASIC AND ASX RELIEF

9.6.1 ASX

ASX has indicated that it is prepared to grant waivers (or to grani in-principle approval for waivers) from the
following Listing Rules and to give the following confimations:

a) Restructure specific waivers
These are waivers and confirmations required by MBL to facifitate implementation of ihe Restructure, including:
« confimation that Listing Rules 10.1, 11.1 and 11.4 do not apply to the Restructure; and

s awaiver from Listing Rule 6.23.2 to pemnit cancellation of MBL Opticns under the Option Scheme without
requiring additional MGL Shareholder approval.

b) MGL listing walivers

These are waivers and confirmations required by MGL in connection with the Restructure and MGL's ongoing
responsibilities under the Listing Rules after the Restruciure, including:

» confimnation that the Explanatory Memerandum will be sufficient for the purposes of listing MGL unde-
Listing Rule 1.1 (condition 3);

» awaiver from Listing Rule 1.1 {condition 3) to permit the Explanatory Memorandum net to include all
information required by paragraph 108 of Appendix 1A subject to certain conditions;

s awaiver from Listing Rule 1.1 condition 8 to permit MGL to be admitted to the official list without complying
with Listing Rule 1.2 or 1.3, on the conditicn that MGL satisfies Listing Rules 12.1 and 12.2 at the time of
admissicn;

» confirmation that Listing Rules 7.1 and 10.11 will nct apply in connection with the issue of MGL Opticns
and MGL Shares under the Restructure; and

s awaiver from Listing Rule 10.14 permitling MGL Directors to acquire MGL Shares and MGL Options under
MGL.'s share and option plans on implementation of and pursuant to the Schemes.

c) MGL ongoing waivers

These are waivers and confirmations that replicate existing waivars and cenfimmations granted to MBL and are
required by MGL in connection with its ongoing responsibilities under the Listing Rules after the Restructure,
including:

s awalver from Listing Rule 4.10.7 pamitting MGL not to disclose the spread of holdings of MGL Options in
its annual report;

» awaiver from Listing Rule 10.19 to the extent necessary for MGL to provide equivalent termination benefits
as previcusly approved by Shareholders without the need for additional approval;

+ confirmation that removal of Directors from MGL where they cease to be fit and proper persons for APRA
purposes {or where APRA directs the removal of a Director of MBL) will not contravene the Listing Rulss;

s confimation that references to ‘directors’ in the Listing Rules will only apply to MGL's Voting Directors; and

« coniirmation that other relevant waivers currently in place for MBL which have continuing application fior
MGL will be granted in respect of MGL after the Restructure; such waivers include:
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d)

- awaiver from Listing Rules 3.19A and B to permit nan disclosure of Director heldings in the Macquarie
Cash Management Trust and Macguarie Portfolic Cash Trust when submiting an Appendix 3X, 3Z or
3Y {0 ASX;

- awaiver from Listing Rule 10.17.2 to not require non-executive Directors 10 be paid a fixed sum;

- awaver from Listing Rule 3.10 to permit notice of issues of shares or options under certain plans to be
notified to ASX on a monthly basis rather than immediately except where more than ore million options
are issued; and

- awaiver from Listing Rule 3.17 to the exient necessary o permit MGL not to provide ASX with
documents sent to optionholders that are not required (o be sent under the Listing Rules.

MBL ongoing waivers

These are ongeing waivers and confimations required by MEBL after ihe Restructure, including:

confirmation that after the Restructure, MBL will be admitted as an ASX Debt Listing;

confimation that ASX will, after the Restructure, end quotation of MBL Shares and designate the preference
share component of the MIS as MBL's main class of securities for the purposes of ihe Listing Rules;

confirmation that Macquarie Finance Limited's existing quoiation arangements with ASX in connection with
tha MIS will continue to apply after the Restructure; and

confimation that relevant existing wakvers in connection with the MIS will continue to apply after the
Restructure,

9.6.2 ASIC

ASIC has granted or indicated that it will grant the following categories of relief:

a)

Restructure specific relief

This relief is required to facilitate implementation of the Restructure, including:

b)

an exemption for MBL from the requirements of paragraphs 8201 and 8203 of Schedule 8 of the
Corporations Regulations in relation to the Explanatory Memaorandum for the Option Scheme;

an exemption for MBL from the requirements of paragraph 8202(d) of Schedule 8 of the Corporations
Regulations in refation to the disclosure of retirement benefits in the Explanatory Memorandum;

a modification of seciion 707 of the Corporations Act in the same mannar as set out in ASIC Class Crder
04/871 in connection with the on-sale of MGL Shares issued under the Macquarie Group Employee Share
Option Plan; and

a modification of section 609(7) of the Corporations Act so that MGL is not taken to acquire a relevant
interest in MBL upon execution of the Implementation Deed,

MGL ongoing relief

This relief is required by MGL in connection with the Restructure and MGL 's ongoing responsibilities under the
Corporations Act after the Restructure, including:

an exemption for MGL from Parts 60.2, 8D.3 (excluding section 736) and 7.9 of the Corporations Act in
relation to MGL Employee Equity Plans on the terms of ASIC Class Order 05/184;

a modification of section 708(13)(a) so that that secticn will apply ¢ the BRP in circumstances where there
has been a transfer of any positive residual balances in the accounts of participants in the dividend
reinvestment plan currently operated by MBL to those participants’ respective accounts under the DRF;

a declaration that references to 'centinuously guoted securities' in Chapter 8D of the Corperations Act are
taken not to require MGL Shares to be quoted for three months relating to section 713(7) of the
Comorations Act and the same in relaticn tc section 708A(5) of the Corporations Act; and
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+ relief in favour of MGL on the same terms as certain existing MBL relief which has continuing application for
MGL afier the Restructure.

9.7 NOHC RESTRUCTURE LEGISLATION

On 1 July 2007 the Fnancial Sector (Business Transfer and Group Restructurg) Act 1993 (NOHC Reastructure
Legislation’) was amendad with the intention of iacilitating the adoption of a NOHC structure by financial groups
that have an ADI as the ultimate holding company. The amendments are designed to facilitate NOHC
restructures by providing the Treasurer with the power to grant ADIs (such as MBL) and insurance companigs
relief from specific staiutory requirements under the Corporations Act that may impede such NOHC
restructures.

In relation to the implementation of the Restructure and pursuani to the provisions of the NOHC Bestructure
Legislaticn, MBL has applied for a restructure approval and certain relief that modifies the application of the
Corporations Act so as to:

e pemit MGL to pay dividends out of the pre-Restructure profits of MBL or other related entities (for further
information sea Section 4.1¢);

e provide that the payment of such dividends does not amount to an unauthonsed reduction of MGL's share
capital, and

« perit all MBL Shares io be transferred to MGL while MGL is still a wholly owned subsidiary of MBL.

MBL has also applied to the Treasurer for approval of the Restructure for all oiher relevant purposes.

9.8 CONTINUOUS DISCLOSURE

Following the Restructure and the listing of MGL on ASX, MGL will be a disclosing entity under the Corporations
Act and will be subject to regular reporting and disclosure obligations under the Corporations Act and the Listing
Rulas, including the preparation of annual reports and half yearly reports. Copies of these documents will be
able to be obtained from ASX or ASIC.

MGL will be required to notify ASX of information about specific events and matters as they arise for the
purposas of ASX making that information available to the stock markets conducted by ASX. In particular, MGL
will have an cbligation uncer the Listing Rules (subject to certain exceptions) to notify ASX immediately of any
information of which it is or becomes aware that a reasonable person would expect to have a material effect on
the value or price of its securities. That inforrmation is available to the public from ASX.

MBL is currenily, and following the Restructure will remain, a disclosing entity because the MIS will remain
guoted on ASX and is subject (o the same regular reporting and disclesure obligations.

The most recently lodged annual report of MBL. before the date of this Explanatory Memorandum is the Annual
Review and Financial Report for the vear ended 31 March 2007,

The following documents are available for ingpection at MBL's office at 1 Martin Place, Sydney NSW betwaen
8.45am and 5.15pm on Business Days during the period from the date of this Explanatory Memorandum to the
date of the Meetings and a copy may be requested to be provided, free of charge:

« MBL's 2007 Annual Review and Financial Report;
« MBL's constitution;

» MGL’s constitution;

+ |mplementation Deed;

s MGL Deed Poll; and

o ESCP rules.
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9.9 OUTLINE OF IMPLEMENTATION STEPS - SHARE SCHEME

If the Share Scheme is approved, all MBL Shares will, on the Implementation Date, be iransferred to MGL
without the need for further action by Scheme Shargholders.

In consideration for the iransfer of all MBL Shares to MGL, MGL will issug an equal number of MGL Shares to
Scheme Shareholders. This will happen on the Implementation Date immediatsly following the transfer of MBL
Shares without the need for any further action on behgalf of Scheme Shareholders.

If the Share Schame is approved each Scheme Shareholder will be deemed to have appointed MBL to act as
its attorney in transferring his or her MBL Shares to MGL and in applying for the issue of the MGL Shares.

Prior to the Restructure, MGL is a wholly owned subsidiary of MBL. Following the issue of the MGL Shares to
Scheme Shareholders, MGL wiil cancel the two MGL Shares that are held by MBL.

As a result, the MGL Shareholders immediately after the Share Scheme will be same as the MEL Shareholders
immediaiely prior to the Share Scheme (except for Ineligible Foreign Shareholders - see Section 9.12),

Under the Implementation Deed {see Section 9.3.1), MBL and MGL have agreed with each other ic implement
the Restructure. Under the MGL Deed Poll {see Section 9.3.2), MGL will undertake to each Scheme
Shareholder to issue the MGL Shares following the transfer of MBL Shares to MGL.

9.10 MACQUARIE INCOME SECURITIES

The Macquarie Income Securities (MIS') are staplad securities comprising an interest in a note, being an
unsecured debt obligation of Macquarie Finance Limited (MFL') issued to a trustee on behalf of the holders of
the MIS (MFL Note") and a preference share in MBL (MIS Preference Share’). The MIS are quoted on ASX.

MIS Holders are entitlad o attend the General Meeting and vote on the Capital Reduction Resolution.

The terms of issue of the MFL Notes and MIS Preference Shares contain dividend steppers that prevent MBL
from paying certain dividends it interest payments are not paid on the MFL Notes or if dividends are not paic on
the MIS Preference Shares. The dividend stopper in respect of unpaid dividends on the MIS Preference Shares
is not currently operative as the MIS Preference Shares are not currently dividend paying.

As part of the Restructure, MGL will execute a deed poll in which it underiakes in favour of MIS Holders that it
will not pay dividends on MGL Shares if disiributions are not paid on the MFL Notes or the MIS Preference
Shares (MIS Undertaking').

The MIS Undertaking will be conditional upon the Schemes coming into effect. If the Schemes come into effect,
the MIS Undertaking will come into effect ai the same time. The consent of the trustee for the MIS Holders or
the holders themselves is not required for the MIS Undertaking 1o take effect.

While MBL Shares will no longer be quoted on ASX iollowing the Restructure, the MIS will remain quoted. For
that purpose, MBL will remain on the official list of ASX but will change its status from a full ASX fisting to a debt
listing. This means MBL will remain subject to some, but not ail, of the ASX Listing Rules. Importantly, MBL will
remain subject ic the continuous disclosure obligations described in Section 9.8,

9.11 MACQUARIE INCOME PREFERRED SECURITIES

The Macquarie Income Prefarred Securities (MIPS') are imited partnership interests in Macquarie Capital
Funcing LP (‘Partnership'), a partnership established in Jersey as a limited partnership, that ars traded on the
Luxembourg Stock Exchange. In certain circumstances, preference shares issued by MBL and held by the
general partner of the Parinership may be substituted for the MIPS (MIPS Preference Shares').

The assets of the Partnership include convertible debentures (‘Convertible Debentures'} issued by MBL (acting
through its London Branch) which are lisied on the Channel Islands Stock Exchange.

The holder of MIPS Preference Shares is entitlied to attend the General Meeting but has ro right to vote because
the MIPS Preference Shares are unpaid.
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The terms of issue of the MIPS and the MIPS Preference Shares contain dividend stoppers that effectively
prevent MBL from paying certain dividends or disiributions if distributions are not paid on the MIPS or divicends
are not paid on the MIPS Preference Shares.

As part of the Restructure, MGL will execute a deed poll in which it undertakes in favour of the holders of the
MIPS and any MIPS Preference Shares that may be substituted for the MIPS that it will not pay dividends on
MGL Shares if distributions are not paid on the MIPS or the MIPS Praference Shares (MIPS Undertaking’).

The MIPS Undertaking will be conditional upon the Schemes coming into effect. If the Schemes come into
effect, the MIPS Undertaking will come into effect at the same time. The consent of the MIPS Holders is nat
required for the MIPS Undertaking to take effect.

In addition, in order 1o ensure that a single UK tax group is maintained following the Restructurs, certain
amendments will be made ta the terms of the Cenvertible Debentures. These amendments are not materially
prejudicial to the interests oi MIPS Holders and therefore do not require the consent of MIPS Holders. These
amendments will become effective on the Schemes coming inte effect. If the Schemes do not come into affect,
the amendments will also not come into effect.

9.12 FOREIGN SALE FACILITY

9.12.1 Foreign Shareholder participation in the Share Scheme

Restrictions under the laws af ceriain foreign countries make it impractical or unlawful to offer or receive MGL
Shares in those countries. Accordingly, Ineligible Foreign Sharehclders are ingligible to participate in the Share
Scheme.

An Ineligible Foreign Shareholder is a Shareholder who on the Record Daie has a registered address which is
outside Australia unless MBL is satisfied that MGL is not precluded from lawifully issuing MGL Shares to trem,
either unconditionally cr subject to such ¢cenditions that MBL regards as acceptable. Based on the information
available to MBL as at the date of this Explanatory Memorandum, MBL expects that Shareholders with
regisiered addresses in the follkowing countries will be able to participate in the Share Scheme (this list is subject
to change without notice and no assurance ¢an be given that Shareholders in any of these jurisdictions will be
able to participate in the Share Scheme).

Shareholders with registered addresses in the following countries are expected ¢ be able to participate in the
Share Scheme

s Austria ¢ Ireland » Singapore

» Brazl * lialy s Span

s+ Canada e Japan ¢ Switzerdand

¢ China » Korea » Taiwan

+ France +« Malaysia ¢«  Thailand

*  Gemany ¢ The Netherlands »  United Arab Emirates

« Hong Kong « New Zealand + United Kingdom

o India ¢« The Philippines + United States of America

Shareholders with registerad addresses in other jurisdictions may be able to participate in the Share Scheme at
MBL's discretion.

All forgign Shareholders who hold MBL Shares on the Record Date and have not been determined by MEL 1o
be able to participate in the Share Scheme are Ingligible Foreign Shareholders and will automatically participate
in the Foreign Sale Facility. No other Shareholders may participate in the Foreign Sale Facility.
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9.12.2 Jurisdictional disclaimers
a) United Stales

Persons in the United Siates who are ‘affiliates’ of MBL or MGL, as that termn is defined under United States
securiiies law, may not resell their MGL Shares except in iransactions exempt irom or not subject io the US
Securities Act of 1933,

b Hong Kong

This Explanatory Memorandum is for the exclusive use of MBL securityholders in connection with the
Restructure. Accordingly, this Explanatory Memorandum must not be distributed, published, reproduced or
disclosed {in whole or in part} to any other person in Hong Kong other than in connection with an MBL
securityholder's consideration of the Restructiure. This Explanatory Memorandum does not constitute an offer or
invitation for the subscription, sale or purchase of securities in Hong Keng and shall not form the basis of any
contract. The contents of this Explanatory Memorandum have not been reviewed by any regulatory authority in
Hong Kong.

c) Brunei

This Explanatory Memorandum and the MGL Shares and MGL Options have not been, and wil not be,
deliverad to, registered with, or approvad by the Brunsi Darussalam Registrar of Companias, Registrar of
International Business Companies or the Brunei Darussalam Ministry of Finance. This Explanatory Memorandum
is strictly private and confidential and is being distriputed to a limited number of sophisticated investors upon
their request and confirmation that they fully understand that neither the MBL, MGL. nor this Explanatory
Memorandurn have besn approved, licensed or registered in Brunei.

9.12.3 Operation of the Foreign Sale Facility
Under the Foreign Sale Facility:

+« MBL Shares held by Ineligible Foreign Shareholders will be transferred to the Sale Facility Agent (as
nominee for the Ineligible FForeign Sharehclders) on the Implementation Date without the need for any further
action by Ineligible Foreign Shareholders (MBL will have been appointed as the attorney of Ineligible Foreign
Shareholders);

+ the Sale Facility Agent will participate in the Share Scheme in respect of those MBL Shares (ie the MBL
Shares will be transferred to MGL in exchange for the issue of MGL Shares io the Sale Facility Agent);

= within 30 days after the Implementation Date, the Sale Facility Agent will sell the MGL Shares it received;
and

» within 10 Business Days of the completion of the sale of all the MGL Shares, the Relevant Sale Facility
Consideration will be distributed o the Ineligible Foreign Sharenolders who participated in the Foreign Sale
Facility.

Each Ineligible Foreign Shareholder who participates in the Foreign Sale Facility will receive an amount equal 1o
the average price at which the Sale Facility Agent sold the MGL Shares it received under the Foreign Sale
Facility multiplied by the number of MBL Shares that were held by the Ineligible Foreign Shareholder. All
fransaction costs of the Foreign Sate Facility will be paid by MBL.

The Sale Facility Agent will sell the MGL Shares in one or more tranches. It is expected that the sale will ocour
on market but the Sale Facility Agent has discretion to effect off-market sales.

The Relevant Sale Facility Consideration will not necessarily be the highest price at which MGL Shares could be
sold during the sale period. The sale process will be conducted having regard to a number of factors, including:

¢ The number of MGL Shares that participate in the Fcreign Sale Facility. If a large number of MGL Shares
participate in the Foreign Sale Facility, the sale price for those shares may be smaller,
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« The prevaiing market conditions, including the price of MGL Shares on ASX and the demand for the MGL
Shares oifered by the Sale Facility Agent.

s The need to maintain an orderly market for the MGL Shares.
s The period during which the sale process is undertaken (within 30 days of the Implementation Date}.

As an alternative to participating in the Foreign Sale Facility, Shareholders who expect t¢ be Ineligible Fore gn
Shareholders on the Record Date may choose to sell their MBL Shares on market prior to the last day of trading
of MBL Shares (expected to be 2 Novermber 2007). There are a number of differences between seling MBL
Shares on market and participating in the Foreign Sale Facility, including:

+ the price may be higher or lower;

s under the Foreign Sale Facitity, Ingligible Foreign Shareholders have no control over the Relevant Sale
Facility Consideration they will receive for their MBL Sharss;

» Ineligible Foreign Shareholders will need to wait until after the Foreign Sale Facility process is completed
before they receive the Relevant Sale Facility Consideration; and

» transfers and sales under the Foreign Sale Facility will only procead if the Restructure is implemented.

9.13 MATERIAL CHANGES TO FINANCIAL POSITION

The Corporations Regulations require that this Explanatory Memorandum set out whether, within the knowledge
of the directors of MBL, the financial position of MBL has materially changed since the date ¢f the last balance
sheet laid before MBL In genaral meeting (being 31 March 2007) and, if so, full particulars of any change.

On 18 May 2007 MBL raisaed approximately A3750 million by issuing MBL Shares in an institutional private
placernent and subsequently raised approximately A$7S millicn by issuing MBL Shares pursuant to a share
purchase plan. MBL also raised approximately AE185 milion by issuing shares pursuant 1o the dividend
reinvestment plan. From 31 March 2007 to 1 September 2007, 11,554,078 MBL Options have been issued,
5,486,294 MBL Shares have been issued on exercise of MBL Opticns and 614,093 MBL Cgticns have lapsed
in accordance with their terms,

Since 31 March 2007:

« MBL has experienced a strong start to the 2008 financial year in all major regions;

* 3l business groups of MBL are busy;

¢  MBL expects a record first half, up strongly from the previous corresponding period;
+  MBL has made no unusual provisions or writedowns; and

¢ market cenditions were initially strong, however, more recently there has been significant dislocation of
credit markets globally.

MBL is a disclosing entity for purposes of the continuous disclosure provisions of the Listing Rules and the
Corporations Act. MBL has made a numbear of ASX announcements since 31 March 2007, Particulars of the
announcements that are relevant to the financial position of MBL are set out in Agpendix C.

At the date of this Explanatory Memorandum, the matters referred to above and the cther matters disclosed in
this Explanatory Memorandum constiiute particulars of the changes in the financial position of MBL since 31
March 2007. In considering the overall financial position of MBL, MBL securityholders should have regard 0 the
full range of financial information avallable concerning MBL, including its periodic reperis, financial staterments
and announcements made to ASX,
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9.14 COSTS OF RESTRUCTURE

Both one-off and recurring costs are expected to be incurred as a result of the Restructure. If the Restructure
proceeds, these costs are expected to be as follows:

+  One-off costs — comprising the following major items: legal fees, cffshore capital gains tax on offshore
restructuras, stamp duty and compensation to Optionhclders due 1o advarse tax consequences. Total ong-
off costs are estimated to be approximately A$27 million aftar income tax (net of profit shara);

* Additional ongoing costs - comprising:

- Debt-funding costs (inclusive of debt arangement fees which are amortised over the tenm of the debt).
Based on the pro-forma financial position at 31 March 2007, additional funding costs are estimated to
be approximately A$19 milion after income tax (net of profit share) per year; and

- Operating costs relating 1o incremental resources required to administer the new NCHO structure and
its separate Banking and Nen-Banking Groups. For example, additional cornpliance requirements,
management of funding arangements, and management of governance arrangements between MGL,
the Banking and Nen-Banking Groups. It is estimaled that additional ongoing operating costs will be no
greater than A%4 million after income tax (net of profit share) per vear,

If the Restructure does not proceed, not all of these costs will be incurred, Instead, the expected one-off costs
would be lower and there would be nil additional ongoing costs.

9.15 RATINGS

The information provided below has been extracted from the Rating Agencies’ websites and explains the
differences betwaen the provisional ratings applied to Macguarie Group Limited post restructure and those that
apoly to MBL today (as disclosed in secticns 1.3 and 3.5),

a) Long term ratings

S&P

Rating A A-

Definition ‘An cbligation rated 'A' is scmewhat The ratings from 'AA' to ‘CCC' may be

o |

more susceptible to the adverse effects
of changes in circumstancas and
econcmic conditions than obligations in
higher-rated categories. However, the
obligor's capacity to meet its financial
commitment on the cbligation is still
strong.”
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Moody's

Rating

Al

A2

Definition

‘Obligations rated A are considered

upper-medium grade and are subject

to low credit risk.'

‘Mocdy's appends numerical modifiers
1, 2, and 3 ‘o each generic rating
classification from Aa through Caa. The
moadifier 1 indicates that the obligation
ranks in the higher end of its generic
rating category; the modifier 2 ir dicates
a mid-range ranking; and the modifier 3
indicates a ranking in the lower end of
that generic rating category.’

Note: a Moody's rating outlook is an opinion regarding the likely direction of a rating over the medium term.
Where assigned, rating outlooks fall into the following four categories: Posilive {POS), Negative {NEG), Stable (STA),
and Developing {DEV-contingent upen an event).

Fitch
Rating A+ A
Definition "High credit quality. ‘A’ ratings denote

expectations of low credit risk. The
capacity for payment of financial
commitments is considered sirang.
This capacity may, nevertheless, be
more vilnerable 1o changes in
circumstances or in economic
conditions than is the case for higher
ratings.’

The modifiers "+* or "-" may be
appenced to a rating 1o denote relative
status within major rating categories.
(The +/- modifiers are only usec to
denote issues within the CCC
category, whereas issuers are cnly
rated CCC without the use of
modifiers.)
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b} Short term ratings

Rating Al A2

Definition ‘A short-term obligation rated 'A-1* ‘A short-term obligation rated ‘A-2'
is rated in the highest category by is somewhat more susceptible to
Standard & Poor's. The obligor's the adverse effects of changes in

capacity to meet its financial circumstances and economic
commitment on the obligation is conditions than obligations in
strong.’ higher rating categories. However,

the obligor's capacity to meet its
financial commitmant on the
cbligation is satisfactory.’

Moody's
Rating P1
Definition Issuers (or supporting institutions) rated Prime-1 have a superior ability to

repay short-term debt obligations.’

Definition ‘Highest crecit quality. Indicated the strongest capacity for imely payment
of financial commitments, may have an added “+” 1o denole any
exceptionally strong credi feature.”

9.16 SUPPLEMENTARY DISCLOSURE

MBL will issue a supplermeniary document to this Explanatory Mermorandum if it becomes aware of any of the
following between the date of this document and the date of the Meetings:

. a material statement in this Explanatory Memorandurm is false or misleading {including by way of
omissiony;

. a significant change affecting a matter included in this Explanatory Memorandum; or

. a significant new matter has arisen and it would have been reguired to be included in this Explanatory

Memorandum if it had arisen before the date of this Explanatory Memorandurn.

Any such supplementary document will be made available to MBL securityholders by announcement to ASX
and on the Macquarie website. Macquarie will provide a copy of any supplementary document free of change
o any person who raquests a copy by calling the Macquarie Restructure Information Line.
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9.17 CONSENTS AND DISCLAIMERS

9.17.1 Consent to be named

The following parties have given and, before the date of this Explanatory Memorandum, have not withdravin their
writlen consent to be named in this Explanatory Memorandum in the form and context in which they are ramed:

» Computershare Investor Senvices Pty Limited - as Share Registry;

»  Greenwoods & Freehills - as tax adviser 1o MBL,

¢ KPMG Corporate Finance {Aust) Pty Ltd - as ths Independent Expert;
e Macqguarie Bank Limited — as financial adviser to MBL;

s Mallesons Stephen Jaques - as legal adviser to MBL;

+ PricewaterhouseCoopers Securities Limited- as the Investigating Accountant.

9.17.2 Consent to the inclusion of statements

Tha following parties have given and, before the date of this Explanatory Memorandum, have not withdrawn their
consent to the inclusion of their respective reports noted next to their names and the references to those reports
in the form and context in which they are included in this Explanatory Memorandum:

s KPMG Corporate Finance (Aust) Pty Ltd - the Independent Expert's Report in Section 6;

s PricewaternouseCoopers Securities Limited - the Investigating Accountant’s Report in Section 5.

9.17.3 Disclaimer

Each person referred to in this section:

+ Does not make, or purport to make, any statement in this Explanatory Memorandum other than those
statements referred to above next to that person's name as consented to by thai person; and

e To the maximum extent permitted by law, expressly disclaims and takes no responsibility for any part of this
BExplanatory Memorandum other than as described in this Section.
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APPENDIX A - SHARE SCHEME

Scheme of Arrangement
pursuant to section 411 of the Carporations Act 2001 (Cwith)
between
MACQUARIE BANK LIMITED
(ABN 46 008 583 542)
and
EACH ORDINARY SHAREHOLDER CF MACQUARIE BANK LIMITED

1.1

Definitions and interpretation

Definitions

In this Share Scheme, unless the context otherwise requires:

APRA means the Australian Prudential Regulation Authority.

ASIC means the Australian Securities and Investments Commission.

ASX means ASX Limited (ACN 008 624 631) or the relevant securities market operated by it, as the
context requires.

Business Day means a business day as defined in the Listing Rules.

CHESS means the clearing house electronic sub register system of share transfers operated by
ASX Settlement and Transfer Corporation Pty Limited.

Corporations Act means the Corporations Act 2001 {Cwilth).
Court means the Federal Court of Australia.

Court Order means an order of the Court under section 411 of the Corporations Act approving the
Share Scheme.

Custodian means Bond Street Custodians Limited (ACN 008 607 065).
Effective Date means the date on which an office copy of the Court Order is lodged with ASIC.
Implementation Date means the date one Business Day after the Record Date.

Implementation Deed means the Implementation Deed dated 11 September 2007 between MBL
and MGL relating to the implementation of this Share Scheme and the Option Scheme.

Insligible Foreign Shareholder means an MBL Shareholder shown in the register of MBL on the
Record Date as having an address outside Australia, unless MBL is satisfied, in its absolute
discretion, before the Effective Date that MGL is not precluded from lawfully issuing MGL Shares to
the MBL Shareholder either unconditionally or after compliance with conditions MBL regards, in its
absolute discretion, as acceptable and not unduly onerous where MBL is under no obligation to
consider whether it is or ought to be satisfied.

Listing Rules means the listing rules of ASX.
MBL means Macquarie Bank Limited (ABN 46 008 583 542).

MBL Option means an option to subscribe for an MBL Share granted under the Macquarie Eank
Employee Share Option Plan.
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MBL Optionholder means a person on whose behalf the Custodian holds MBL Options as nominee
and on whose behalf the Custodian is recorded in the Option Register as the nominee holder of
MBL Options from time to time.

MBL Share means an ordinary share in the capital of MBL.

MBL Shareholder means a holder of an MBL Share.

MGL means Macquarie Group Limited {ACN 122 169 279).

MGL Constitution means the constitution of MGL from time {o time.

MGL Deed Poll means the deed poll in the form or substantially the form scheduled to the
Implementation Deed by MGL under which MGL covenants in favour of the Scheme Shareholders
to perform the acts attributed to it under this Share Scheme.

MGL Share means an ordinary share in the capital of MGL.
Option Register means the MGL register of optionholders.

Option Scheme means the scheme of arrangement between MBL Optionholders and MBL for
which approval is sought concurrently with this Share Scheme.

Record Date means 7.00pm (Sydney time) on the fifth Business Day following the Trading
Cessation Date.

Regulatory Approval means a consent, approval or other act by a Regulatory Authority reasonably
required for the implementation of the Share Scheme.

Regulatory Authority includes:

a) agovernment or governmental, semi-governmental or judicial entity or authaority;

b) a minister, department, office, commission, delegate, instrumentality, agency, board, authority
or organisation of any government;

c) any regulatory crganisation established under statute; and
d) ASIC, ASX, APRA and the Treasurer.

Relevant Sale Facility Consideration means, in relation to each Ingfigible Foreign Shareholder, an
amount equal to the average price at which MGL Shares issued to the Sale Facility Agent under
this Share Scheme are sold by the Sale Facility Agent, multiplied by the corresponding number of
MBL Shares belonging to that Ineligible Foreign Shareholder which were transferred to the Sale
Facility Agent under this Share Scheme.

Sale Facility Agent means the entity appointed by MBL to act as the sale facility agent under the
Share Scheme.

Sale Facility Agent Deed Poll means the deed poll in the form or substantially the form scheduled to
the Implementation Deed by the Sale Facility Agent under which the Sale Facility Agent covenants
in favour of the Ineligible Foreign Shareholders to perform the acts attributed to it under this Share
Scheme.

Sale Facility Agent Transfer Form means the master transfer form executed by the Sale Facility
Agent for the transfer of MBL Shares from Ineligible Foreign Sharehclders to the Sale Facility Agent
under this Share Scheme,

Scheme Booklet means, in respect of the Share Scheme, the information to be despatched o the
MBL Sharsholders, which must include the Share Scheme, an explanatory statement complying
with the requirements of the Corporations Act in relation to the Share Scheme and approved by the
Court, an independent expert's report in relation to the Share Scheme and notice of meeting and
proxy form in relation to the Share Scheme Meeting in such form as MBL and MGL may agree.
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1.2

Scheme Shareholder means a MBL Shareholder on the Record Date (other than an Ineligible
Foreign Shareholder) and the Sale Facility Agent.

Second Court Dats means the date(s) on which the Second Court Hearing is held.

Second Court Hearing means the second hearing of the application made to the Court for the
Court Crder.

Share Scheme means this scheme of arrangement subject to any alteraticns or conditions made or
imposed by the Court pursuant to section 411(6) of the Corporations Act.

Share Scheme Consideration means one MGL Share for each MBL Share held by a Scheme
Shareholder.

Share Scheme Maeting means the mesting of MBL Shareholders convened by order of the Gourt
pursuant to section 411(1) of the Corporations Act to consider, and if thought fit, agree to the
Share Scheme.

Share Scheme Transfer Form means the master share transfer form executed by MGL for the
transfer of MBL Shares from Scheme Shareholders to MGL under this Share Scheme.

Trading Cessation Date means the date which is announced cn ASX to be the last day of trading in
MBL Shares, expected to be the Effective Date.

Interpretation

In this Share Scheme, headings and bold type are for convenience only and do not affect
interpretation and, unlass the context requires otherwise:

a) words importing the singular include the plural and vice versa;
b) words importing a gender include both genders;

¢) other parts of speech and grammatical forms of a word or phrase defined in this Share
Scheme have a corresponding meaning;

d) areference to a person includes an individual, the estate of an individual, a corporation, an
authority, an association or a joint venture, a partnership, a trust and any government agency,

e) areference to a clause, party, annexure or scheduls is a reference to a clause of, and a party,
annexure and schedule to this Share Scheme, and a reference to this Share Scheme includes
any annexure and schedule;

fi areference to a statute, regulaticn, proclamation, ordinance or by-law includes all statutes,
regulations, proclamations ordinances or by-laws amending, consolidating or replacing it,
whether passed by the same or another government agency with legal power to do so, and a
reference to a statute includes all regulations, proclamations, ordinances and by-laws issued
under that statute;

g) areference to any document is to that document as varied, novated, ratified or replaced from
time to time;

h} areference to a party to a document includes that party's successors and permitted assigns;
) the word ‘includes’ in any form is not a word of limitation;
i areference to ‘'$' or 'dollar’ is to Australian currency;,

k} areference to any time is a reference to that time in Sydney; and
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) unless otherwise defined in this clause 1, a term defined in or for the purpeses of the
Corporations Act has the same meaning when used in this Share Scheme.

Preliminary
2.1 Incorporation of MBL
MBL is a company registered in the Australian Capital Territory. It has its registered office at Level
3, 25 National Circuit, Forrest, ACT 2603.
2.2 Incorporation of MGL
MGL is a company registered in Victoria. It has its registered office at Level 7, 1 Martin Place,
Sydney NSW 2000,
2.3 Capital of MBL
As at 1 September 2007;
a) theissued capital of MBL is 271,086,657 MBL Shares;
b} there are 39,831,964 MBL Options on issue {at various exercise prices);
¢) there are 4,000,000 preference shares in MBL on issue {which are stapled to unsecured debt
obligations of Macquarie Finance Ltd {ACN 001 214 964) to form ‘Macquarie Income
Securities'’); and
d) there are 350,000 non-cumulative redeemable preference shares in MBL on issue which form
part of the Macquarie Income Preferred Securities structure.
2.4 Agreement to implement Share Scheme
MBL and MGL have agreed, by executing and delivering the Implementation Deed, to implement
the terms of this Share Scheme and the steps contemplated to follow the implementation of this
Share Scheme, insofar as they are required to be implemented by each of them.
25 Execution of deed polls
MGL has executed the MGL Deed Poll and the Sale Facility Agent has executed the Sale Facility
Agent Deed Poll.
Conditions precedent
3.1 Conditions precedent

o]

The conditions precedent to this Share Scheme are:

a) the Implementation Deed not being terminated prior to the Second Court Hearing;

b) the receipt of each Regulatory Approval on terms and conditions (if any) acceptabls to any of
MBL and MGL affected by it on or before 6.00am on the Second Court Date;

c) ASXindicating in writing that it will grant permission for quotation of the MGL Shares (subject
only to customary pre-quotation listing conditions);

d) no Regulatory Authority taking any action or making any preliminary or final order or decree (or
commencing or threatening to do so) which as at the Second Court Hearing restrains or
prohibits the implementation of the Share Scheme or any transaction contemplated by the
Share Scheme;

EXPLANATORY MEMORANDUM




3.2

3.3

e) MBL Shareholders agreeing to the Share Scheme in accordance with section 411 of the
Corporations Act;

fy  the approval by the Court of the Share Scheme under section 411{4)(b} of the Corporations Act
provided that, should the Court propose to approve this Share Scheme subject to any
alterations or conditions, MBL may, on behalf of all parties concerned, by its counsel or
solicitors, consent only to such of those alterations or conditions to this Share Scheme to
which MGL has consented (such consent not to be unreasonably withheld or delayed); and

g} all conditions precedent to the Opticn Scheme (other than the conditions precedent to this
Share Scheme) having been satisfied.

Effect of conditicns precedent

The satisfaction of each condition precedent in clause 3.1 is a condition precedent to the operation
of the provisions of clause 4.

Certificate

At the Second Court Hearing, MBL will provide to the Court a certificate, or such other evidence as
the Court requests, confirming whether or not all the conditions precedent to the Share Scherme
set out in clause 3.1 (other than Court approval of the Share Scheme and Court approval of the
Option Scheme) have been satisfied.

42

4.3

The Share Scheme
Court order

MBL will lodge with ASIC an office copy of the Court Order within five Business Days of the making
of that Court Crder.

Sale facility

a) All of the MBL Shares held by ineligible Foreign Shareholders, together with all rights and
entitlements attaching to those MBL Shares at the Record Date, will be transferred to the Sale
Facility Agent on the Implementation Date without the need for any further action by any
Ineligible Foreign Shareholder. The Sale Facility Agent will act as nominee of the Ineligible
Forsign Shareholder in respect of those MBL Shares.

b) MBL must procure that the Sale Facility Agent:

) accepts the transfer of MBL Shares under clause 4.2(a);

iy within 30 days after the Implementation Date, disposes of MGL Shares issued to
the Sale Facility Agent under clause 4.3{d); and

(iii) distributes the Relevant Sale Facility Consideration to the Ineligible Foreign
Shareholders within 10 Business Days of the cornpletion of the last disposal o the
MGL Shares in accordance with clause 4.2(b(ii).

Restructure

a) MBL will give MGL the names and addresses of all Scheme Shareholders and the number of
MBL Shares held by each of them and such other information as MGL may require to
implement the Share Scheme.

b) Following the completion of the transfer under clause 4.2(a), all MBL Shares, together with all
rights and entitlements attaching to the MBL Shares at the Record Date, will be transferred to
MGL on the Implementation Date without the need for any further action by any MBL
Shareholder.

EXPLANATORY MEMORANDUM ‘l 155



4.4

4.5

4.6

4.7

4.8
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¢) MBL, as agent for each Scheme Shareholder, will apply for MGL Shares comprising the Share
Scheme Consideration to be issued to that Scheme Shareholder.

d) In consideration of the transfer of the MBL Shares to MGL, MGL will issue on the
Implementation Date the Share Scheme Consideration to the Scheme Shareholders.

Transfers of MBL Shares

To give effect to the transfers of MBL Shares under clauses 4.2(a) and 4.3(b}, on the
Implementation Date MBL will take the following actions in the order set out in this clause 4.4:

a) as agent for the Ineligible Foreign Shareholders, execute the Sale Facility Transfer Form, which
was previously duly completed and executed by the Sale Facility Agent, to transfer all MBL
Shares held by Ineligible Foreign Shareholders to the Sale Facility Agent as nominee for the
Ineligible Foreign Shareholders;

b) register the transfer of MBL Shares and enter the name of the Sale Facility Agent in its register
in respect of all MBL Shares transferred under clause 4.2(a);

¢) as agent for the Scheme Shareholders, execute the Share Scheme Transfer Form, which was
previously duly completed and executed by MGL, to transfer all MBL Shares to MGL,; and

d) register the transfer of MBL Shares and enter the name of MGL in its register in respect of all
MBL Shares.

Issue of MGL Shares

a) To apply for the issue of MGL Shares under clause 4.3(c), MBL will on the implementation Date
and following the steps set out in clause 4.4 duly compiete and execute a master subscription
form in respect of the MGL Shares comprising the Share Scheme Censideration for each
Scheme Shareholder. :

by To reflect the issue of MGL Shares under clause 4.3(d), MBL will on the Implementation Date,
and following the step set out in clause 4.5(a), procure MGL to enter the names of the Scheme
Shareholders in its register in respect of alt MGL Shares issued as Share Scheme
Consideration.

Shareholders agresment to transfer

a) The Ineligible Foreign Shareholders agree to the transfer of their MBL Shares to the Sale Facility
Agent as their nominee in accordance with the terms of this Share Scherne.

B) The Scheme Shareholders agree to the transfer of their MBL Shares to MGL in accordance
with the terms of this Share Scheme.

Agreement to become a member of MGL

Each Scheme Shareholder agrees to become a member of MGL, to have his or her name entered
in any register of members of MGL, to accept the MGL Shares issued to him or her and to be
bound by the MGL Constitution.

Warranty by each MBL Sharsholder

a) Each Ineligible Foreign Shareholder is deemed to have warranted to the Sale Facility Agent that
all its MBL Shares (including any rights and entitlernents attaching to those MBL Shares) which
are transferred to the Sale Facility Agent under this Share Scheme will, at the date of the
transfer of them to the Sale Facility Agent, be fully paid and free from all mortgages, charges,
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liens, encumbrances and interests of third parties of any kind, whether legal or otherwise, and
any restrictions on their transfer and that it has full power, capacity and authority to transfer its
MBL Shares (including any rights and entitlements attaching to those MBL Shares) to the Sale
Facility Agent under this Share Scheme.

b) Each Scheme Shareholder is deemed to have warranted to MGL that all its MBL Shares
(including any rights and entitlements attaching to those MBL Shares) which are transferrad to
MGL under this Share Scheme will, at the date of the transfer of them to MGL, be fully paid
and free from all mortgages, charges, liens, encumbrances and interests of third parties of any
kind, whether legal or otherwise, and any restrictions on their transfer and that it has full power,
capacity and authority to transfer its MBL Shares {including any rights and entitlements
attaching to those MBL Shares) to MGL under this Share Scheme.

5.2

5.3

5.4

5.5

Dealings in MBL Shares
Recognised dealings

For the purposes of determining who is an MBL Shareholder on the Record Date, dealings in MBL
Shares on or before the close of business on the Trading Cessation Date will be recognised
provided that:

a) in the case of dealings of the type to be effected using CHESS., the transferee is registered as
holder of the relevant MBL Shares by the Record Date; and

b} in all other cases, registrable iransmigsion applications or transfers in registrable form in
respect of those dealings are received on or before 8.00pm (Sydney time) on the fifth Business
Day following the Trading Cessation Date at the place where the register of MBL Sharehalders
is kept.

MBL’s obligation to register

MBL must register any transmission application and transfer received in accordance with clause
5.1(b) by the Record Date.

Transfer requests received after the Record Date

MBL will not accept (and is not obliged to accept) for registration or recegnise {and is not obliged to
recognise) for any purpose any transmission application or transfer in respect of MBL Shares
referred to in clause 5.1(b) received after 6.00pm (Sydney time} on the fifth Business Day following
the Trading Cessation Date nor any transfer or transmission in respect of a dealing in MBL Shares
that occurred after the close of business on the Trading Cessation Date.

Maintaining the register of MBL Sharsholders

For the purpose of determining entitlements to the Share Scheme Consideration, MBL will, until the
Share Scheme Consideration has been issued, maintain the register of MBL Shareholders in
accordance with the preceding provisions of this clause 5 and, following the registration of the
transfer of the MBL Shares from Ineligible Foreign Shareholders to the Sale Facility Agent and the
entry of the name of the Sale Facility Agent in the register referred to in clause 4.4(b) the register of
MBL Sharehclders in this form will solely determine entitlements to the Share Scheme
Consideration.

Statements of holding cease to have any effect

From the Record Date, any statement of holding in respect of MBL Shares will cease to have any
effect as a decument of title in respect of such shares. As from the Record Date, each entry on the
register of MBL Shareholders will cease to be of any effect other than as evidence of entitlement to
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the Share Scheme Consideration pursuant to this Share Scheme in respect of the MBL Shares
refating to that entry.

Quotation of MBL Shares

6.1 Suspensicn of trading
Trading on ASX in MBL Shares will be suspended on the Trading Cessation Date which is
expected to be the Effective Date.

6.2 Termination of quotation
MBL will apply to ASX for termination of the quotation of MBL Shares after the Implementation
Date.

7 General Share Scheme provisions

7.1 Alterations or conditions
If the Court proposes to approve this Share Scheme subject to any alterations or conditions under
section 411(6} of the Corporations Act, MBL may, by its counsel or sclicitors but subject to the
prior approval of MGL, consent on behalf of all parties concermned to any aiterations or conditions.

7.2 Instructions, authcrisations and notifications to MGL
Except for a Scheme Shareholder’s tax file number, each binding instruction, authorisation or
notification between a Scheme Sharehelder and MBL relating to the MBL Shares or a Scheme
Shareholder’s status as an MBL Sharsholder including, without limitation:
a) any slection with respect to participation in the MBL Dividend Reinvestment Plan;
b) any authorisations with respect to the making or receipt of payments;
¢} the notification of any personal details including addresses and bank accounts; and
d) any instructions relating to communications from MBL,
will, from the Record Date, be deemed, by reason of this Share Scheme, to be a similarly binding
instruction, authorisation or notification to, and be accepted by, MGL in respect of the MGL Shares
issued to Scheme Shareholders until that instruction or natification is revoked or amended in writing
addressed to MGL. Any outstanding balances in a Scheme Shareholder's MBL DRP account will
be transferred to that Scheme Shareholder's MGL DRP account under this Share Scheme.

7.3 Further assurances
MBL will execute all documents and do all things necessary or expedient to implement, and
perform its obligations under, this Share Scheme.

7.4 Authority of MBL
Each MBL Shareholder consents to MBL doing all things necessary or expedient for or incidentat to
the implementation of this Share Scheme.

7.5 MBL to act on behalf of MBL Shareholders

158|

Each Ineligible Foreign Shareholder and each Scheme Shareholder, without the need for any
further act, appoints MBL, and empowers MBL 1o appoint any of its directors or officers severally
as its attorney and agent for the purposes of executing any document necessary or desirable to
give effect to this Share Scheme, or doing any other act or thing necassary or desirable to give
effect to this Share Scheme.
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7.6

7.7

7.8

7.9

7.10

Stamp duty

MBL will pay all stamp duties and any related fines, penalties and other costs in respect of this
Share Scheme {including, without limitation, in connection with the issue of MGL Shares to Scheme
Shareholders in accordance with the terms of this Share Scheme).

Scheme binding

This Share Scheme binds MBL and alt Ineligible Foreign Shareholders and all Scheme
Shareholders (including those who do not attend or vote at the Share Scheme Meeting to approve
this Share Scheme or vote against the resolution at the Share Scheme Meeting).

Notices

If a notice, transfer, transmission application, direction or other communication referred to in this
Share Scheme is sent by post to MBL, it will not be taken to be received in the ordinary course of
post or on a date and time other than the date and time (if any) on which it is actually received at
MBL'’s registered office or at the office of the registrar of Shares as the case may be.

No liahility when acting in good faith

Neither MBL nor MGL, nor any director, officer or employee of either of those companies, will be
liable for anything done or omitted to be done in the performance or implementation of this Share
Scheme in good faith.

Governing law

This Share Scheme is governed by the laws of New South Wales. The parties irrevocably submit to
the non-exclusive jurisdiction of the courts in New South Wales and the courts competent o
determine appeals from those courts.
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APPENDIX B - OPTION SCHEME

Scheme of Arrangerment
pursuant to section 411 of the Corporations Act 2001 (Cwith)
between
MACQUARIE BANK LIMITED
(ABN 46 008 583 542)
and
EACH OPTIONHOLDER

Definitions and interpretation

Definitions

In this Option Scheme, unless the context requires otherwise:

ASIC means the Australian Securities and Investments Commission.

ASX means ASX Limited {ACN 008 624 691) or the refevant securities market operated by it, as the
context requires.

Business Day means a business day as defined in the Listing Rules.
Corporations Act means the Corporations Act 2001 (Cwith).
Court means the Federal Court of Australia.

Court Order means an order of the Gourt under section 411 of the Corporations Act approving the
Option Scheme.

Custodian means Bond Street Custodians Limited (ACN 008 807 065},
Effective Date means the date on which an office copy of the Court Order is lodged with ASIC.
lmplementation Date means the date one Business Day after the Record Date.

Implementation Deed means the Implementation Deed dated 11 September 2007 between MBL
and MGL relating to the implementation of the Share Scheme and this Option Scheme.

Listing Rules means the listing rules of ASX.
MBL means Macquarie Bank Limited (ABN 46 008 583 542).
MBL Option means an option to subscribe for an MBL Share granted under the MBL Option Plan.

MBL Option Plan means the Macquarie Bank Employee Share Option Plan including any
jurisdiction specific subplan.

MBL Optionholder means a person on whose behalf the Custodian holds MBL Options as nominee
and on whose behalf the Custodian is recorded in the Option Register as the nominee holder of
MBL Options from time to time.

MBL Share means an ordinary share in the capital of MBL.

MBL Sharsholder means sach person who is registered in the Register as the holder of MBL
Sharas from time to time.

MGL means Macguarie Group Limited (ACN 122 168 279).
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1.2

162 I

MGL Deed Poll means the deed poll in the form or substantially the form scheduled to the
Implementation Deed by MGL under which MGL covenants in favour of the Scheme Optionholders
to perform the acts attributed to it under this Option Scheme.

MGL Option means an option to subscribe for an ordinary share in MGL granted under the MGL
Option Plan.

MGL Option Plan means the MGL Employee Share Option Plan, the rules of which are set out in a
schedule to the Implementation Deed.

MGL Option Register means the MGL register of optionholders.

MGL Option South Africa Subplan Rules means the rules of the subplan of the MGL Option Plan
titled 'Rules of the South Africa Subplan of the Macquarie Group Employee Share Option Plary as
set out in a schedule to the Implementation Deed.

MGL Option United Kingdom Subplan Rules means the rules of the subplan of the MGL, Option
Plan titled 'Rules of the HMRC Approved Subplan of the Macquarie Group Employee Share Option
Plan’ as set out in a schedule to the Implementation Deed.

MGL Optionholder means each person who is registered in the MGL Option Register as the holder
of MGL Options from time to time.

Option Schems means this scheme of arrangement subject to any alterations or conditions made
or imposed by the Court pursuant to section 411(6) of the Corporations Act.

Option Scheme Consideration means one MGL Option in respect of each MBL Option held by
Scheme Optionholders at the Record Date.

Option Scheme Mesting means the meeting of MBL Optionholders convened by order of the Court
pursuant to section 411(1) of the Corporations Act to consider and, if thought fit, agree to the
Opticn Schermne.

Option Register means MBL'’s option register and the documents maintained under section 170 of
the Corporations Act.

Record Date means 7:00 pm (Sydney time} on the fifth Business Day following the Trading
Cessation Date.

Register means MBL's register of members.
Scheme Optionholder means each MBL Optionholder at the Record Date.
Scheme Shareholder has the same meaning as in the Share Scheme.

Second Court Hearing means the second hearing of the application made to the Court for the
Court Order.

Share Scheme means the scheme of arrangement pursuant to Part 5.1 of the Corporations Act
made or to be made between MBL and each crdinary shareholder in MBL in respect of the MBL
Shares subject to any alterations or conditions made or required by the Court pursuant to
section 411(6) of the Corporations Act,

Trading Cessation Date means the date which is announced on ASX to be the last day of trading in
MBL Shares, expected to be the Effective Date.

Interpretation

In this Option Scheme, headings and bold type are for convenience only and do not affect
interpretation and, unless the context requires otherwise;

a) words importing the singular include the plural and vice versa;

b) words importing a gender include both genders;
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c) other parts of speech and grammatical forms of a word or phrase defined in this Option
Scheme have a corresponding meaning;

d) areference to a person includes an individual, the estate of an individual, a corporation, an
authority, an association or a joint venture, a partnership, a trust and any government agency;

e) areferance to a clause, party, annexure or schedule is a reference to a clause of, and a party,
annexure and schedule to this Option Schems, and a reference to this Option Scheme
includes any annexure and schedule;

f) areference to a statute, regulation, proclamation, ordinance or by-law includes all statutes,
regulations, proclamations ordinances or by-laws amending, consolidating or replacing it,
whether passed by the same or another government agency with legal power to do so, and a
reference to a statute includes all regulations, proclamations, ordinances and by-laws issued
under that statute;

g) areference to any document {including this Option Scheme} is to that document as varied,
novated, ratified or replaced from time to time;

h) areference to a party to a document includes that party's successors and permitted assigns;
i) the word ‘includes’ in any form is not a word of limitation;

i} areference to '$’ or 'dollar’ is to Australian currency;

k) a reference to any time is a reference to that time in Sydney; and

}  unless otherwise defined in this clause 1, a term defined in or for the purposes of the
Corporations Act has the same meaning when used in this Option Scheme.

2.2

2.3

Preliminary
MBL

a) MBL is a public company registered in Australian Capital Territory and is a company limitad by
shares. It has its registered office at Level 3, 25 National Circuit, Forrest, ACT 2603.

b) At 1 September 2007, 39,831,964 MBL Options were cn issue.

¢] MBLis a company admitted to the official ist of ASX and MBL Shares are officially quoted on
ASX.

MGL

a) MGL is a company registered in Victoria and is a company limited by shares. It has its
registered office at Level 7, No.1 Martin Place, Sydney NSW 2000.

b) At 13 September 2007, the issued share capital of MGL comprises two ordinary shares with
no options over ordinary shares.
Agresment to implement Option Scheme

MBL and MGL have agreed, by executing and delivering the Implementation Deed, to implement
the terms of this Option Scheme and the steps contemplated to follow the implementation of this
Option Scheme, insofar as they are required to be implemented by each of them.
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2.4

Execution of MGL Deed Poll
MGL has executed the MGL Deed Polt.

3.2

3.3

Conditions precedent
Conditions precedent

The conditions precedent to this Option Scheme are:

a} all conditions precedent to the Share Scheme {other than the conditions precedent to this
Option Scheme) having been satisfied;

b) this Option Scheme being approved at the Option Scheme Meeting in accordance with section
411 of the Corporations Act; and

¢) the approval by the Court of this Option Scheme under section 411(4){b) of the Corporations
Act provided that, should the Court propose to approve this Option Schems subject to any
alterations or conditions, MBL may, on behalf of all parties concerned, by its counsel or
solicitors, consent only to such of those alterations or conditions to this Option Scheme to
which MGL has consented {such consent not to be unreasonably withheld or delayed).

Effect of conditions precedent

The satisfaction of each condition precedent in clause 3.1 on or before the Court making the Court
Order is a condition precedent to the operation of the provisions of this Option Scheme.

Cortificate

At the Second Court Hearing, MBL will provide to the Court a certificate, or such other evidence as
the Court requests, confirming whether or not all of the conditions precedent to the Option Scheme
set out in clause 3.1 {other than Court approval of the Share Scherme and Court approval of the
Cption Scheme} have been satisfied.

4.2

4.3

4.4

o |

The Option Scheme
Lodgement of Court Orders with ASIC

In accordance with Section 411(10) of the Corporations Act, MBL will lodge with ASIC an office
copy of the Court Order approving this Option Scheme pursuant to section 411(4)(b} of the
Corporations Act on the same date MBL lodges with ASIC the Court Order approving the Share
Scheme pursuant to section 411(4){b) of the Corporations Act.

Agreement to cancellation

Each Schems Optionholder agrees to the cancellation cf their MBL Options (together with all rights
and entitlernents attached to their MBL Options} by this Option Scheme and will do all things
necessary to facilitate cancellation of their MBL Opticns.

Cancellation of MBL Options

On the Implementation Date, the MBL Cptions are cancelled and MBL will remove the name of the
holder of any MBL Options from the Option Register and the MBL Option Plan is terminated.

Provision of Option Scheme Consideration

In consideration for the cancellation of the MBL Options, MBL will procure MGL:

a) onthe Implementation Date, to issue the Option Scheme Consideration to each Scheme
Optionholder, in respect of each MBL Option registered in the name of that Scheme
Optionholder in the Option Register at the Record Date;

b} on the Implementation Date, to enter the name of each Scheme Optionholder on the MGL
Option Register; and
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4.5

4.6

¢) no later than five Business Days after the Record Date, to despatch or procure the despatch to
each Scheme Optionholder a statement representing the MGL Options held in the name of that
Scheme Optionholder in accordance with this Option Scheme.

MGL Options
All MGL Options issued pursuant to this Option Scheme will:

a) beissued on the terms and conditions set out in the rules of the MGL Option Plan except that;

)  MGL Options to be issued in consideration for the canceltation of those MBL Options held
under the UK Inland Revenue approved subplan of the MBL Option Plan will be issued on
the terms and conditions set out in the MGL Option United Kingdom Subplan Rules; and

i) MGL Options to be issued in consideration for the cancellation of those MBL Options of a
Scheme Optionholder who is in South Africa will be issued on the terms and conditions set
out in the MGL Option South Africa Subplan Rules;

b} have a vesting period equal to the vesting period of the MBL Option which it replaces;

¢) have an exercise price equal to the exercise price per MBL Option of the MBL Option which it
replaces;

d} have an option period equal to the option pericd of the MBL Option which it replaces; and

e) have the same exercise conditions as those of the MBL Cption which it replaces, with such
modifications as are necessary to reflect that the issuer of the MGL Options is MGL and that
the MGL Options are held by, and registered in the name of, the MGL Optionholder and not
the Custodian as nominee of the MGL Optionholder.

Any performance hurdles applicable to an MBL Option that are measured by reference to the
average annual return on ordinary equity are re-expressed as performance hurdles applicable to
the MGL Option which replaces that MBL Option to be measured against the average annual
return on ordinary equity of MBL for financial years ending befors the Implementation Date and
against the average annual return on ordinary equity of MGL for financial years ending after the
implementation Date.

Warranty by each MBL_ Optionholder

Each Scheme Optionholder is deemed to have warranted to MGL that all its MBL Options
(inctuding any rights and entitlerments attaching to those MBL Options) which are cancelled under
this Option Scheme will, at the date of the cancellation, be free from all mortgages, charges, liens,
encumbrances and interasts of third parties of any kind, whether lagal or otherwise.

Exercise of MBL Options

Exercise of MBL Options
MBL will not accept for registration or recognise for any purpose {nor will it be obliged to do sa) any
exercise or transfer of an MBL Option received on or after the Effective Date and, after such time,

the MBL Option will not be capable of exercise notwithstanding any terms on which such MBL
Option was granted.
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5.2 Entitlements of MBL Optionholders
a) For the purpose of determining entittements to the Option Scheme Consideration, MBL must
maintain the Option Register in accordance with clause 5.1 until the Option Scheme
Consideration has been provided to the Scheme Optionholders. The Option Register in this
form will solely determine entitiements to the Option Scheme Consideration.
b} After the Record Date, each entry in the Option Register as at the Record Date will cease to
have any effect, except as evidence of entitlement to the Option Scheme Consideration.
General Option Scheme provisions
6.1 Alterations or conditions
If the Court proposes to approve this Option Scheme subject to any alterations cr conditions under
section 411(6) of the Corporations Act, MBL may, by its counsel or solicitors but subject to the
prior approval of MGL, consent on behalf of all parties concerned to any alterations or conditions.
6.2 Instructions to MGL
Except for a Scheme Optionholder's tax file number, any binding instructions or notifications
between a Scheme Optionholder and MBL relating to the MBL Options or a Scheme
Optionholder’s status as an MBL Optionholder {including, without limitation, any instructions
relating to communications from MBL) will, from the Record Date, be deemed, by reason of this
Option Scheme, to be a similarly binding instruction or netification to, and be accepted by, MGL in
respect of the MGL Options issued to Scheme Optionholders until that instruction or notification is
revoked or amended in writing addressed to MGL.
8.3 Further assurances
MBL will execute all documents and do all things necessary or expedient to implement, and
perform its obligations under, this Option Scheme.
6.4 Authority of MBL
Each Scheme Optionholder consents to MBL doing all things necessary or expedient for or
incidental to the implementation of this Option Scheme.
6.5 MBL to act on behalf of Schems Optionholders
Each Scheme Optionholder, without the need for any further act, appoints MBL and empowers
MBL to appoint any of its Directors or officers severally, as its attorney and agent:
a) for the purposes of exacuting any document necessary or desirable to give effect to this
Option Scheme, or doing any other act or thing necessary or desirable to give effect to this
Option Scheme; and
b) to execute a power of attorney in favour of the entity acting as "Flan Company’ under the MGL
Option Plan and its officers severally in substantially the same form as the power of attorney
granted by the Scheme Optionholder to the "Plan Company’ of the MBL Option Plan and its
officers severally.
6.6 Stamp duty
MBL will pay all starmp duties and any related fines, penalties and other costs in respect of this
Cption Scheme (including, without limitation, in connection with the issue of MGL Cptions to
Scheme Opticnholders in accordance with the terms of this Option Scheme).
6.7 Compensation to Scheme Optionholders

166 I

i a Scheme Optionholder suffers one or more Tax Detriments as a direct consequence of:
a) the cancellation of their MBL Options pursuant to this Option Scheme; and/or

b} theissue of MGL Options pursuant to this Option Scheme; and/or
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6.8

6.9

6.10

¢) asubsequent tax event in relation to their MGL Options issued pursuant to this Option
Schemes,

MBL will procure that MGL or a subsidiary of MGL (the 'relevant subsidiary’) will offer the Scheme
Optionholder Appropriate Compensation.

MBL will procure that MGL or the relevant subsidiary will calculate or cause to be determined the
nature and quantum of Appropriate Compensation which will be binding on the Scheme
Optionholder. However should the Scheme Optionholder so request, the calculation by MGL or the
relevant subsidiary will be reviewed by a major accounting or law firm practicing in the jurisdiction(s)
relevant to the calculation of the Tax Detriment, at MGL's, or the relevant subsidiary’s cost.

For the purposes of this clause 6.7:

‘Tax Detriment’ means a reduction in the net after tax economic position of the relevant Scheme
Optionhelder and which, in the case of clause 6.7(c) only, is a reduction from the net after tax
economic position of the relevant Scheme Optionholder which would have arisen had the Qption
Scheme not been implemented and a corresponding tax event occurred at that time in relation to
the Scheme Optionholder’'s MBL Options.

‘Appropriate Compensation’ means:

a) for a Tax Detriment of a permanent nature, a cash payment sufficient to place the Scheme
Optionholder in the overall economic position after tax which would have applied had this
Option Scheme not been implemented; and

b) for a Tax Detriment of a timing nature, a loan to the Scheme Optionholder in the currency of
the Tax Detriment, of an amount equal to the taxation liability relating to the Tax Detriment
where the interest rate and payment terms applicable to the loan are at the discretion of MGL
or the relevant subsidiary, as specified in each individual case, and, unless the loan period is
extendead by MGL or the relevant subsidiary, the loan is repayable at the earlier of:

B the taxation liability being refunded by the relevant taxation authority;
i) the cessation of the effect of the Tax Detriment;

iy the lapse, exercise or sale of the Option, or

iv) the employee ceasing to be an employee of MGL or its subsidiaries,

In each case grossed up for any tax payable by the Scheme Optionholder in respect of the
amounts of the Appropriate Compensation.

Scheme binding

This Option Scheme binds MBL and all Scheme Optionholders (including those who do not attend
or vote at the Option Scheme Meeiing to approve this Option Scheme or vote against the
resolution at the Opticn Scheme Meeting).

Notices

If a notice, transfer, transmission application, direction or other communication referred to in this
Option Scheme is sent by post to MBL, it will not be taken to be received in the ordinary course of
post or on a date and time other than the date and time (if any) on which it is actually received at
MBL's registered office or at the office of the registrar of options as the case may be.

No iiability when acting in good faith

Neither MBL or MGL, nar any Director, officer or employee of either of those companies, will be
liable for anything done or omitted to be done in the performance or implementation of this Cption
Scheme in good faith.
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168 I

Govemning law

This Option Scheme is governed by the laws of New South Wales. The parties irrevocably submit
to the non-exclusive jurisdiction of the courts in New South Wales and the courts competent to
determine appeals from those courts.
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APPENDIX C - PARTICULARS OF ASX
ANNOUNCEMENTS

Date
11/09/07
20/8/07

16/8/07
14/8/Q7
25/7/07
19/7/07
19/7/07

19/7/07
18/7/07

12/7/07
6/7/07

29/6/07
25/6/07
22/8/07

21/6/07
156/6/07
15/6/Q7

14/6/07
13/6/07

6/6/07

23/8/07
21/5/07
21/5/07
17/56/07

Particulars of ASX announcements relevant to financial position of MBL since 31 March 2007
Update on number of MBL fully paid ordinary shares and options on issue at 31 August 2007,

MBL received in-principle approval frorn APRA to establish a NOHC and will seek shareholder
approval for establishment of the NOHC. Funding of A$8 billion also arranged.

MBL/PBL consortium to acquire 66.2% stake in Immobilien Scout GMBH.

Update on number of MBL fully paid ordinary shares and options on issue at 31 July 2007.
MBL lodgement of the Macquarie Specialist Funds Quarterly report for the June 2007 quarter.
MBL announced that all resolutions in the 2007 notice of AGM were passed at the 2007 AGM.,

Lodgement of the 2007 AGM presentation and Chairman’s address to shareholders at 2007
AGM,
MBL announced that its first quarter profit is substantially up on the prior corresponding period.

Distribution rate on Macquarie Income Securities will be 8.13% per annum in respect of tha next
distribution period.

Update on number of MBL fully paid ordinary shares and options on issue at 30 June 2007,

Issue of 2,146,392 fully paid ordinary MBL shares under the Dividend Reinvestrment Plan for the
ordinary dividend paid on 4/7/07.
Lodgement of prospectus dated 29/6/07 for the MBESOP.

Issue of 912,076 fully paid ordinary MBL shares under the Macquarie Bank SPP.

MBL anncunced that it is proceeding with its Share Purchase Plan {(*SPP”) announced on
16/5/07, subsequent to its announcement on 13/6/07 that it intended to terminate the SPP in
certain circumstances.

Lodgement of presentation at UBS Sixth Annual Australian Financial Services Conference.
Lodgement of notice of annual general meeting for 2007.

MBL/PEL joint venture had extended the time for acceptance of itg bid for the Gateway Casino
Income Fund to 25/7/07.

Update on number of MBL fully paid ordinary shares and options on issue at 31 May 2007,

MBL announced that it intends to terminate the SPP if the MBL share price is less than A$87 on
22/6/07.

Issue price for the new shares to be allotted under the DRP in respect of the ordinary final
dividend to be paid on 4/7/07 is A$86.44 per share.

Lodgement of offer materials for the MBL SPP.
MBL notice under section 708A(5)(e} of the Corporations Act.
Issue of 8,620,690 fully paid ordinary MBL shares pursuant to A$750 million capital raising.

MBL and MGQ jointly announced that Macquarie Goodman Asia (a company 50/50 owned by
MGQ and MBL) has agreed to acquire a majority stake in Japan Representative and enter a
strategic alliance.
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17/5/Q7

16/5/07
16/5/07
15/5/07

15/5/07

14/5/07
11/5/07

8/5/07

7/5/07

7/5/07
3/5/07

1/5/07
23/4/07
17/4/07

12/4/07
4/4/07

4/4/07

]

Airline Partners Australia {' APA‘) announced that there was a possibility of making a renewed
offer for Qantas ("QAN’).

MBL announced further information about its SPP
MBL had successfully priced its A$750 million capital raising.

Lodgement of 2007 Financial Report, Annual Review, Management Discussion and Analysis,
result announcement presentation and Preliminary Final Report.

MBL announced a 60% increase in profit and 47% increase in dividends per share for the year
ended 31/3/07.

MBL announced it had called a trading halt because it was conternplating a capital raising.

Alinta Limited ('AAN‘} announced that it had recommended a revised offer from the rival
Babcock Consortium as opposed to the offer from the Macquarie Consortium.

QAN acknowledged that APA’s current bid for QAN would not proceed and it will issue a
statement in relation to APA’s intention to submit its offer to acquire QAN to the Takeovers
Panel.

The Takeovers Panel amended its earlier announcement on 7/5/07 {‘Takeovers Panel: Qantas
Airways Limited 02R").

MBL announced that it has provided a revised proposal to Alinta for the acquisition of AAN.

MBL noted the annocuncement made by the Macquarie Group that it had closed two new
infrastructure funds, raising more than US$10 billion overseas.

Update on number of MBL fully paid ordinary shares and options on issue at 30 April 2007,
Update on number of MBL fully paid ordinary shares and options on issue at 31 March 2007.

MBL and MFL announced the distribution rate on Macquarie Income Securities will be 8.23%
per annum in respect of the next distribution period.

APA announced its lodgement of the offer materials for the takeover of QAN.

AAN announced it was not prepared to recommend the proposal frorn the Macquarie
Consortium.

MBL and PBL jointly announced their 50/50 joint venture to make an cffer to acquire Gateway
Casinos in Western Canada.
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APPENDIX D - APRA NOHC AUTHORITY

Australian Prudential Regulation Authority

400 George Street (Level 26) T 029210 3000
Sydney NSW 2000 F 029210 341

GPO Box 9536 W www.apragovau
Sydney NSW 2001

5 September 2007

Mr Allan Moss

Managing Director & Chief Executive Officer
Macquarie Bank Limited

No1 Martin Place

SYDNEY NSW 2000

Dear Mr Moss

MACQUARIE GROUP LIMITED
AUTHORITY AS NON-OPERATING HOLDING COMPANY

| refer to your application dated 28 February 2007 for Macquarie Group Limited
(MGL) to be authorised as a non-operating holding company (NOHC)} under the
Banking Act 1959.

| now enclose MGL's NOHC authority, which takes effect from today. Please note
that the conditions placed on the authority do not take effect until such time as MGL
becomes the ultimate holding company for Macquarie Bank Limited.

Please do nof,hesitate to contact me if you have any questions regarding the
operation of the authority,

Yours sincefely

':utivH eneral Manager - Diversified Institutions Division
Tel: 02 9210 3146
Email: wayne.byres®apra.gov.au
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Authority to be a non-operating holding
company of an authorised deposit-taking
institution

Banking Act 1959

I, Wayne Byres, a delegate of APRA, GRANT Macquarie Group Limited ABN 94 122
169 279 authority under subsection 11AA(2) of the Banking Act 1959 (the Act). The
authonty takes effect today.

Under subsection 1 1AA(3) of the Act, I IMPOSE the conditions specified in the attached
Schedule on the authority. The conditions shall take effect as provided for in paragraph
18 of the conditions. '

Dated. 5 ée/}:% ...... ‘2007

Manager
Diversified Institutions Division

Interpretation

In this Notice

APRA means the Australian Prudential Regulation Authority.

ADI is short for authorised deposit-taking institution and has the meaning given in
subsection 5(1) of the Act.

NOHC is short for non-operating holding company and has the meaning given in
subsection 5(1) of the Act.
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Note I This NOHC authority operates as an authority in relation to Macquarie Group Limited and any
ADIs that are its subsidiaries from time to time.

Nore 2 Under subsection 11AA(S5) of the Act, an authorised NOHC is guilty of an offence if it does or
fails to do an act and doing or failing to do that act results in a contravention of a condition of the NOHC
authority, and there is no order in force under section 11 of the Act determining that subsection 11AA(5)
does not apply to the NOHC. The maximum penalty is 200 penalty units or, by virtue of subsection 4B(3)
Crimes Act 1914 in the case of a body corporate, a penalty not exceeding 1,000 penalty units. By virtue of
subsection 11AA(SA) of the Act, an offence against subsection 11AA(5) is an indictable offence. Under
subsection 1 FAA(5B) of the Act, if a NOHC commits an offence against subsection 11AA(5), the NOHC is
guilty of an offence against that subsection in respect of the first day on which the offence is committed and
sach subsequent day (if any) on which the circumstances that gave rise to the NOHC committing the
offence continue {including the day of conviction for any such offence or any later day).

Note 3 The circumstances in which APRA may revoke a NOHC authority are set out in section 11AB of
the Act.

Note 4 Under subsection 11AA(6) of the Act, APRA must publish notice of the granting of this authority
and imposition of the conditions in the Gazerte and may canse notice of the granting of this authority to be
published in any other way it considers appropriate.
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Schedule - conditions imposed on the authority

Interpretation

1. Inthese conditions, including the annexures:

Act means the Banking Act 1959;

ADI means Macquarie Bank Limited ABN 46 008 583 542;

ADI Group means the group of companies in the Macquarie Group at Level 2 of which
the ADI NOHC is the parent company;

ADI Group capital requirement means capital requirement calculated by applying the
ADI’s Board-approved internal minimum Tier 1 capital ratio to total risk-weighted
exposures (or, from the Basel I commencement date, total risk-weighted assets) at Level
2, as determined by applying all applicable prudential standards to the ADI, which must
be met by Tier 1 capital, in which regard the respective proportions of Fundamental Tier
1 capital, Residual Tier ! capital and Innovative Tier | capital must comply with APS
111;

ADI NOHC means the non-operating holding company which is the immediate holding
company of the ADI;

AIFRS means the accounting standards made by the Australian Accounting Standards
Board on 15 July 2004 (and subsequent revisions) and known as the Australian
equivalents to International Financial Reporting Standards;

APS (followed by a number) identifies a specific prudential standard, and a reference to a
particular prudential standard includes a reference to a prudential standard that replaces

it;
Authorised NOHC means Macquarie Group Limited ABN 94 122 169 279,

Basel II commencement date means 1 January 2008 or the date on which the prudential
standards implementing the revised international capital framework for banks, known as
“Basel II”, begin to apply;

Board means board of directors;

ECM means Economic Capital Model determined in accordance with the ECM
Agreement;

ECM Agreement means the agreement made between the Macquarie Group and APRA
in Annexure 1 to these conditions;
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eligible capital means the sum of:

(a) eligible share capital;

(b)  reserves;

(c) retained earnings;

(d) eligible non-innovative Residual Tier 1 capital; and
(e} eligible hybrid capital;

eligible hybrid capital

{(a) for the ADI Group, means Innovative Tier 1 capital within the meaning of
APS 111; and

{b)  for the Non-ADI Group, means hybrid capital that meets the conditions in
Annexure 2 to these conditions;

eligible non-innovative Residual Tier 1 capital means non-innovative Residual Tier 1
capital within the meaning of APS 111;

eligible share capital;
(a)  for the ADI Group, means share capital that qualifies as Fundamental Tier 1
capital under APS 111; and
) for the Non-ADI Group, means paid-up capital issued by entities in the
Macquarie Group to parties extemnal to the Macquarie Group that is

recognised as share capital applying ordinary Australian accounting standards,
conventions and practices;

Fundamental Tier 1 capital has the meaning in APS 111;

Innovative Tier 1 capital has the meaning in APS 111;

Level 2 means the consolidated banking group comprising the ADI, the ADI NOHC and
all their subsidiary entities other than non-consolidated subsidiaries within the meaning
of APS 110;

Level 3 has the meaning in APS 110;

Level 3 MCR has the meaning in paragraph 2;

Macquarie Group means the group of companies of which the Authorised NOHC is the
parent company;

Macquarie Group restructure means the restructure under which the ADI becomes a
subsidiary of the Authorised NOHC;

NOHC meari_s non-operating holding company;
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Non-ADI Group means all companies in the Macquarie Group other than the companies
in the ADI Group. For clarification this definition also excludes subsidiaries of the ADI
NOHC that are non-consolidated for APRA regulatory capital purposes;

Non-ADI Group capital requirement means the capital requirement for the Non-ADI
Group, determined using the ECM,;

prudential standard has the meaning in the Act;
reserves means:

(a) for the ADI Group, reserves that qualify as Fundamental Tier 1 capital under
APS 111;
{(b) for the Non-ADI Group:
(1) share based payment reserves, to the extent that they qualify as
Fundamental Tier 1 capital under APS 111; and
(1) foreign currency translation reserves
all at face value and recognised in accordance with A[FRS;
unless otherwise agreed by APRA in writing;

Residual Tier 1 capital has the meaning in APS 111;
retained earnings:
(a) for the ADI Group, has the meaning in APS 111,
(b) for the Non ADI Group, means amounts recognised as retained earings in
accordance with AJFRS;
service company means a subsidiary of the Authorised NOHC which predominantly
provides services to the Macquarie Group, such as (without limitation) risk management,

financial operations, human resources or information technology;

Tier 1 capital has the meaning in APS 111.

Capital

2. Subject to paragraph 3, the Authorised NOHC must ensure that the Macquarie
Group complies with a minimum capital requirement at Level 3 (Level 3 MCR)
equal to the sum of the dollar value of:

(a) the ADI Group capital requirement; and

(b) the Non-ADI Group capital requirement.
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The Authorised NOHC’s Level 3 MCR will be reduced by an initial transitional
amount of $187 million. This transitional amount will be amortised on a straight
line basis to a reduction of nil by 31 December 2008.

In applying the ECM to the Non-ADI Group, no value may be given to the inter-
group diversification benefit (i.e. between the ADI Group and Non-ADI Group).

The Authorised NOHC must ensure that eligible capital held by the Macquarie
Group at all times equals or exceeds the Level 3 MCR.

The Authorised NOHC must have a rigorous process in place to ensure that all
material changes to the ECM are submitted to the Authorised NOHC’s Board for
approval. This process must include, at a minimum, clear definitions of materiality
and trigger events for Board approvals or other interventions.

Quality of Capital

7.

The Authorised NOHC must ensure that the Macquarie Group’s eligible share
capital, retained eamings and reserves are not less than 75% of the Level 3 MCR.

The Authorised NOHC must ensure, at all times, that the Macquarie Group has
sufficient Level 3 eligible capital:

(a) of an equivalent to, or higher quality than, that necessary to meet the ADI
Group capital requirement; and

(b) after deducting the capital necessary to meet the ADI Group capital
requirement — of an equivalent to, or higher quality than, that necessary to
meet the Non-ADI Group capital requirement.

The criteria for defining eligible hybrid capital set out in Annexure 2 will be applied
to hybrid capital instruments used to meet the Non-ADI Group capital requirement.

Note 1. Once APRA develops industry-wide prudential policy on eligible capital for non-banking
businesses in a non-operating holding company structure and this comes into force, APRA will
consider any transitional arrangements that may be necessary. However, APRA does not propose to
grandfather the interim arrangements set out in the above conditions.

Note 2. The Level 3 capital framework outlined in conditions 2 t0 9 is an interim arrangement
pending the development and implementation by APRA of industry-wide Non-Operating Holding
Company Prudential Standards. At the inception of such Prudential Standards, APRA may impose
transitional capital arrangements. APRA does not propose that the interim arrangements set out in
these conditions be grandfathered.
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Prudential Standards

10. The Authorised NOHC must comply with:

(a)

(b)
(©)

APS 210, as if the Authorised NOHC were an ADI. In applying this
prudential standard, the Authorised NOHC must be able to demonstrate that it
has taken into account the needs of all members of the Macquarie Group in
establishing its liquidity management strategy, but the standard does not apply
directly to other members of the Non-ADI Group;

APS 310, as if the Authorised NOHC were an ADI; and

APS 231 and APS 232, to the extent that they relate to the activities of the
ADI or the Authorised NOHC.

11. The paragraphs of APS 222 relating to badging and disclosure are to apply to the
Authorised NOHC and other companies in the Macquarie Group. The Authorised
NOHC and Macquarie Group members may use the Macquarie logo and brand
provided the relevant disclosure requirements are met.

Authorised NOHC Activities

o

12.  The Authorised NOHC may undertake a “corporate centre” role, including group
treasury activities, risk management, settlements, information technology, human
resources, financial reporting and other group services such as company secretarial.
These roles may also be performed by service subsidiaries of the NOHC formed for
that purpose. Where centralised treasury functions are undertaken by the Authorised
NOHC:

(a)

(b)

(c)

(d)

there must be separate liquidity policies for the ADI and the Authorised
NOHC; :

there must be separate and distinct funding progfamnes for the ADI,
Authorised NOHC and any other Macquarie Group entities requiring external
funding;

there must be clearly defined processes to ensure external counterparties are
fully aware of which Macquarie Group entity is being represented by a
treasury persen, including the providing separate offering documentation and
ensuring that transaction confirmations clearly identify the appropriate
counterparty;

there must be separate cotrespondent banking arrangements for the ADI and
Authorised NOHC, although these may be held with the ADI who may offer
to provide banking services to various members of the Non-ADI Group. There
must also be separate security clearing accounts and custody arrangements for

EXPLANATORY MEMORANDUM




t3.

the ADI and the Authorised NOHC such as with Austraclear, Clearstream and
Euroclear;

(e) the ADI, in any role as banker to the Authorised NOHC, must ensure that its
processes and systems result in the clear identification and segregation of cash
flows to the ultimate beneficiary of transactions; and

(f) the ADI Group’s funding from the Authorised NOHC must not exceed 20% of
the ADI Group’s total funding.

Any overseas banking subsidiary that the Macquarie Group establishes must be
wholly-owned, directly or indirectly, by the ADI NOHC unless otherwise approved
by APRA 1n writing.

Reporting

i4.

16.

17.

The Authorised NOHC must provide APRA with quarterly reporting, in a form
acceptable to APRA, of its Level 3 MCR and eligible capital. Each report must be
provided within 20 business days of the end of the quarter to which it relates, or
within such further time as APRA may approve in writing.

Approval by the Board of the Authorised NOHC will be sought for any significant
changes to the ECM assumptions or methodology. Any such changes and the effect
on the Level 3 MCR must be provided to APRA within 14 days of the Authorised
NOHC Board’s approvals.

The Macquarie Group must also report to APRA on a quarterly basis, in a form
acceptable to APRA, on:

{a) the liquidity position of the Macquarie Group;

(b) intra-group exposures between the Authorised NOHC and other Macquarie
Group members;

(c) large exposures of the Macquarie Group, based on its own large exposures
framework; and

(d) the balance sheet of the Authorised NOHC and of the consolidated Macquarie
Group.

Each report must be provided within 20 business days of the end of the quarter to
which it relates, or within such further time as APRA may approve in writing,

The CEO of the Authorised NOHC must provide APRA with an attestation no later

than 3 months after the end of each financial year of the Authorised NOHC that the
requirements of these conditions in relation to the amount and quality of capital
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have been complied with at all times during the financial year to which the
attestation relates. At the same time, the Authorised NOHC’s external auditor must
provide APRA with a written opinion as to:

(a) whether the approved capital methodology has been applied at all times; and

{(b) the reliability of the quarterly reporting.

Operation

18.

180 I

These conditions take effect from the day on which the ADI becomes a subsidiary
(within the meaning of section 46 of the Corporations Act 2001) of the Authorised

NOHC.
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Annexure 1
The essential elements of the ECM Agreement are as follows:

The ECM calculates a measure the Macquarie Group (Macquarie) calls “economic
risk” for use in capital adequacy assessment. This is the amount of capital and
earnings required to protect Macquarie against insolvency to a standard
commensurate with its credit rating, and is calculated for each material component of
risk faced by Macquarie. '

The components that are relevant to the Non-ADI Group are:

e equity risk;

e credit risk;

e operational risk;
e market risk;

s liquidity risk;

risk on intangible assets and equity mvestments forming part of business
operations; and
o sk on fixed assets.

These components are summed, then adjusted for the impact of diversification
between risk types and forward earnings stressed for a severe downturn. '

The ADI Group will remain subject to APRA’s ADI capital framework under the
prudential standards as in force from time to time, including the need to meet
minimum Tier 1 and minimum capital ratios under the prudential standards. The
following description relates only to the calculation of Level 3 capital:

l. Capital requirements

a. The Level 3 MCR wiil be calculated as the ADI Group capital requirement
(i.e. the ADI's Board-approved internal minimum regulatory Tier 1 capital
requirement of the ADI Group) plus the Non-ADI Group capital requirement
(i.e. the Net Economic Risk of the Non-ADI Group).

b.  Where the ADI or a member of the Non-ADI Group issues capital directly to
external parties and that capital meets the entity’s stand-alone capital
requirement, this may be counted towards satisfaction of the Level 3 MCR,
provided the requirements in the conditions relating to the quality of capital
are met.

c.  The ADI Group capital requirement will be calculated as X% of risk-
weighted assets plus Tier 1 deductions, where “X” is Macquarie’s internal
minimum Tier 1 capital ratio as set by the ADI's Board and notified to
APRA.

d.  Net Economic Risk of the Non-ADI Group will be calculated as Economic

Risk, per the Authorised NOHC’s Board-approved Economic Capital Model,
less Non-ADI Group Stressed Forward Earnings.
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e.  The capital impact of transactions internal to the Macquarie Group will be
ehiminated at the NOHC level. Similarly, intra-group holdings of capital
will be eliminated.

f. Loans and direct credit substitutes provided by the Authorised NOHC to
subsidiaries within the group will have no incremental capital impact on the
Authorised NOHC. This is to avoid double-counting of capital requirements
and is implicit in the building block approach.

g.  The Authorised NOHC must ensure that the Macquarie Group holds capital
against any transactions the Authorised NOHC or service companies enter
into, other than those transactions discussed above, for their own purposes
e.g. to hedge interest rate or foreign exchange rate exposure. The capital for
these transactions will be calculated using the ECM.

2. Eligible Capital

a.  The capital requirement computed above will be compared to total eligible
capital calculated as:
. eligible share capital (at paid-up value);
reserves;
retained earnings;
eligible non-innovative Residual Tier 1 capital (at paid-up value); and
eligible hybrid capital (at paid-up value);

* ¢ & »

b.  Eligible hybrid capital, and any other Tier 1 capital, used to meet the ADI
Group capital requirement must meet APRA’s criteria for inclusion in the
Tier 1 capital of the ADIL

c.  Eligible hybrid capital to meet the Non-ADI Group capital requirement will
need to meet criteria specified in Annexure 2.

Note: This will be an interim arrangement, to appty until APRA’s new NOHC Level 3 capital regime is
in force.
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Annexure 2

Eligible hybrid capital for the Non-ADI Group must contain the following
characteristics and features:

»  Ability to absorb losses within the Macquarie Group.

e  Provides a permanent and unrestricted commitment of funds from third parties
which is repayable for cash consideration only with regulatory approval;

- Non-defaultable — i.e. non-repayment of interest or principal does not
trigger default; and

- Subordinated — ranks behind claims of ali other creditors in the event of a
winding up.

o  The holders of any eligible hybrid capital instrument shall have no contractual
rights of set-off between the instrument and any claims by the Macquarte Group
on the holders of the instrument.

¢  Term — the term of the instrument must meet the following criteria:

- the instrument is perpetual, with no call date for at least 10 years;

- if structured as legal form debt, a term of approximately 50 years or such other
term (of at least 10 years) as is required in the relevant jurisdiction to ensure
deductibility of interest may be applied,

- a coupon step-up at the call date will be permissible if in line with market
norms for the type of security issued,

- normal tax and regulatory event calls will be permitted; and

- repayment / redemption at call or maturity will only be permissible with
regulator approval.

o  Coupon — the coupon of the instrument must meet the following criteria:

- the instrument offers a margin (over fixed or floating rate benchmark)
fixed at time of issue;

- the instrurnent may convert from fixed to floating rate, providing the
floating rate margin is set at time of issue;

- any step-up margin must be set at time of issue. Unless APRA determines
in writing in relation to a particular class of instrument, there is no
prescribed limitation on the step-up margin, provided it reflects norms at
time of issue for the type of security to be issued; and

- the instrument provides for mandatory deferral, either non-cumulative or
cumulative non-compounding (but deferral must not constitute an event of
default).

. Subordination — the subordination of the instrument must meet the following criteria:

1

the instrument may rank ahead of ordinary shares;
- the instrument may rank no better that pari-passu with similar deeply
subordinated instruments (including preference shares);
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- the instrument must rank behind subordinated debt and unsecured
creditors; and _

- there is no mandatory conversion to preference shares on occurrence of a
regulatory event (as that term is commonly defined).
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APPENDIX E - NOTICES OF MEETING

Notice of Court ordered Share Scheme Meseting

Notice is given that in accordance with an order of the Federal Court of Australia ('Court') made on 13
September 2007 pursuant to section 411(1) of the Corporations Act 2001 (Cwlth} a meeting of Macquarie
Bank Limited (ACN 008 583 542) ordinary shareholders will be held at:

LOCATION: The Grand Ballroom, The Westin Sydney
Lower Level, 1 Martin Place

Sydney NSW 2000
DATE: 25 Qctober 2007
TIME: 3.00pm

BUSINESS

The business of the meeting will consist of the following:

Share Scheme Resolution

To consider and, if thought fit, to pass a resolution in the following terms:

That pursuant to section 411 of the Corporations Act 2001 (Cwith), the scheme of arrangerment progosed to
be made between Macquarie Bank Limited and each of its Scheme Shareholders to effect the transtfer of
the Shareholders’ shares in Macquarie Bank Limited to Macquarie Group Limfted ("MGL } in consideration
for the issue of shares in MGL on a one-for-one basis as more particularly set out in the Explanatory
Memorandum accompanying the notice of meeting convening this meeting is agreed to fwith or without
modification as approved by the Federal Court),

NOTES
Explanatory Memorandum

This notice of meeting should be read in conjunction with the Explanatory Memorandum which
accompanies the notice. The Explanatory Memorandum contains an explanation of the resolution and
further information about the Share Scheme to enable Shareholders to make an informed decision as to
how to vote on the resclution.

Unless otherwise defined in this notice of meeting, terms used in this notice of meeting have the same
meaning as set out in the Glossary in the Explanatory Memorandum.

Required majorities

The vote on the Share Scheme Meeting resolution will be conducted by way of a poll. On a poli,
Shareholders have one vote for each MBL Share held.

For the resolution to be effective, the resolution must be passed by a majority in number of holders of MBL
Shares present and voting (either in person or by proxy} and at least 76% of the votes cast on the resolution.

Chairman

The Court has appointed Mr David S Clarke or failing him, Mr H Kevin McCann to act as Chairman oi the
Share Scheme Mesting and has directed the Chairman to report the result of the Share Scheme Meeting to
the Court.
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Entitlement to vote

The Shareholders entitled to vote at the Share Scheme Meeting will be those registered holders of MBL
Shares at 7.00pm (Sydnay time) on 23 October 2007.

Voting of jointly held Shares

if MBL Shares are jointly held, only one of the joint holders is entitled to vote at the Share Scheme Meeting.
If more than one Shareholder votes in respect of a jointly held Share in MBL, only the vote of the
Sharsholder whose name appears first in MBL's register of members will be counted. Shareholders need
not exercise all of their votes in the same way, nor need they cast all of their votes.

Individuals

If you plan to attend the Share Scheme Mesting, we ask that you arrive at the venue at least 30 minutes
prior to the time designated for the Share Scheme Meeting so that we may check the number of your
Shares and note your attendance.

Voting by corporations

If a corporate Sharcholder wishes to appoint a person to act as its representative at the meeting, that
person should be provided with a letter or certificate authorising him or her to act as the company’s
representative (executed in accordance with the company’s constitution) or with a copy of the resolution
appointing the representative, certified by a secretary or director of the company. A form of certificate may
be obtained from MBL's share registry,

Voting by proxy

If you cannot attend, you may appoint a proxy to attend and vote for you. If you are entitled to cast two or
more votes, you may nominate two persons to vote on your behalf at the meeting. If two proxies are
appointed, each proxy may be appointed to represent a specified number or proportion of your votes.
Fractions of votes will be disregarded. If no such number or proportion is specified, each proxy may exercise
half your votes. A Proxy Form and a reply paid envelope have been included for Shareholders with this
Notice of Meeting. Proxy voting instructions are provided on the back of the Proxy Form.

A proxy need not be a shareholder. If you wish to direct a proxy how to vote on any resolution, place a mark
(e.g. a cross) in the appropriate box on the Proxy Form and your votes may only be exercised in that
manner. You may split your voting direction by inserting the number of shares or percentage of shares that
you wish to vote in the appropriate box.

Online proxy facility

You may also submit your proxy appointment online by visiting the following webpage:
www.computershare.com/au/proxy/mbl,

To usse this Online Proxy Facility, you will need your Securityholder Reference Number (SRN) or Holder
Identification Number (HIN) and postcode, as shown on your Proxy Form. You will be taken to have signed
the Proxy Form if you lodge it in accordance with the instructions on the website. If you wish to use this
facility, you must lodge your Proxy Form through the facility by no later than 6.00pm (Sydney time) on 23
October 2007. A proxy cannot be appointed electronically if they are appointed under a power of attormey or
similar authority. The Online Proxy Facility may not be suitable for some Shareholders who wish to split their
votes on an item of business or appoint two proxies with different voting directions. Please read the
instructions for the Online Proxy Facility carefully before you lodge your proxy using this facility.

Proxy dslivery

Proxies given by post, fax or delivery must be received by MBL's share registry, Computershare Investor
Services Pty Limited, at GPO Box 242, Melbourne, Victoria, 3001 (facsimile number (03) 9473 2118) or at
Level 2, 60 Carrington Street, Sydney NSW 2000 or at MBL's registered office in the ACT, by no later than
6.00pm (Sydney time) on 23 Cctober 2007. Any revocations of proxies (including online proxies) must be
received at ane of these places before the commencement of the mesting or at the registration desk at The
Westin Sydney for the 2007 Share Scheme Meeting from 2.15pm on the day of the meeting until the
commencement of the mesting.
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Power of attorney

If a Shareholder has appointed an attorney to attend and vote at the meeting, or if the proxy is signed by an
attorney, the power of attorney (or a certified copy of the power of attorney) must be received by MBL’s
share registry, Computershare Investor Services Pty Limited, at the addresses or facsimile number above, or
at MBL's registered office in the ACT, by no later than 6.00pm {Sydney tims) on 23 October 2007, unless
the power of attorney has been previously lodged with MBL’s share registry for notation.

By Order of the Board
Dennis Leong

Company Secretary
13 September 2007
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Notice of General Meeting

Notice is given that a general meeting of Macquarie Bank Limited (ACN 008 583 542) (‘MBL') will be held at:

LOCATION: The Grand Ballroom, The Westin Sydney
Lower Level, 1 Martin Place

Sydney NSW 2000
DATE: 25 October 2007
TIME: Following the court ordered meeting of MBL Shareholders on the same date, but no

earlier than 3.30pm
BUSINESS
The business of the meeting will consist of the following:
Capital Reduction Resolution
To consider and, if thought fit, to pass an ordinary resolution in the following terms:

That subject to and conditional on the Schemes being implemented in accordance with their terrns, the
capital of MBL be reduced by paying the Reduction Armournt per MBL Share to holders of those shares on a
record date occurring after the Implernentation Date to be specified by MBL ("Capital Reduction Record
Date’), The Reduction Amount is an amount caloulated by dividing A$3 billion by the number of MBL Shares
on [ssus on the Capital Reduction Record Date.

NOTES
Explanatory Memoerandurm

This notice of meeting should be read in conjunction with the Explanatory Memarandum which
accompanies the notice. The Explanatory Memorandum contains an explanation of the resolution and
further information about the reduction of capital to enable Shareholders and holders of MIS to make an
informed decision as to how to vote on the resolution,

Uniless otherwise defined in this notice of meeting, terms used in this notice of meeting have the same
meaning as set out in the glossary in the Explanatory Memorandum.

Required majority

For the resolution to be effective, a majority of the votes cast on the resolution must be voted in favour of the
resolution.

Entitlement to vote

Each:

* MBL Shareholder will have one vote for each MBL Share held; and
* MIS Holder will have one vote for each MIS held.

The persons entitled to vote at the General Meeting will be those registered holders of MBL Sharaes and MIS
at 7.00pm (Sydney time) on 23 October 2007.

Voting of jointly held Shares

If MBL Shares or MIS are jaintly held, only one of the joint holders is entitled to vote at the General Mesting.
If more than one holder votes in respect of a jointly held MBL Share or MIS (as the case may be), only the
vote of the holder whose name appears first in MBL’s register of members will be counted. Shareholders
and MIS Holders need not exercise all of their votes in the same way, nor need they cast all of their votes.
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Individuals voting

If you plan to attend the General Meeting, we ask that you arrive at the venue at least 30 minutes prior to the
time designated for the General Meeting so that we may check the number of your MBL Shares and/or MIS
and note your attendance.

Voting by corpeorations

If a corporate holder of MBL Shares or MIS wishes to appoint a person to act as its representative at the
mesting, that person should be provided with a letter or certificate authorising him or her to act as the
company’s representative (executed in accordance with the company’s constitution) or with a copy of the
resolution appointing the representative, certified by a secretary or director of the company. A form of
certificate may be obtained from MBL's share registry.

Voting by proxy

If you cannot attend, you may appeint a proxy to attend and vote for you. If you are entitled to cast two or
more votes, you may nominate two persons to vote on your behalf at the meeting. If two proxies are
appointed, each proxy may be appointed to represent a specified number or proportion of your votes.
Fractions of votes will be disregarded. If no such number or proportion is specified, each proxy may
exercise half your votes. A Proxy Form and a reply paid envelope have been included with this Notice of
Mesting. Proxy voting instructions are provided on the back of the Proxy Form.

A proxy need not be a holder of MBL Shares or MIS. |f you wish to direct a proxy how to vote on any
resolution, place a mark {e.g. a cross) in the appropriate box on the Proxy Form and your votes may only be
exercised in that manner. You may split your voting direction by inserting the number of shares or
percentage of shares that you wish to vote in the appropriate box,

Online proxy facility
You may also submit your proxy appointment online by visiting the webpages:
s MBL Shareholders: www.computershare. com/au/proxy/mbt

« MIS Holders: www.computershare.conn/gu/proxy/mbli.

To use this Online Proxy Facility, you will need your Securityholder Reference Number (SRN) or Holder
Identification Number {HIN) and postcode, as shown on your Proxy Form. You will be taken to have signed
the Proxy Form if you lodge it in accordance with the instructions on the website. If you wish to use this
facility, you must lodge your Proxy Form through the facility by no later than 6.00pm (Sydney time) on 23
October 2007. A proxy cannot be appointed electronically if they are appointed under a power of attorney
or similar authority. The Online Proxy Facility may not be suitable for some holders who wish to split their
votes on an item of business or appoint two proxies with different voting directions. Please read the
instructions for the Cnline Proxy Facility carefully before you lodge your proxy using this facility.

Proxy delivery

Proxies given by post, fax or delivery must be received by MBL's share registry, Computershare Investor
Services Pty Limited, at GPO Box 242, Melbourne, Victoria, 3001 {facsimile number (03) 9473 2118) or at
Level 2, 60 Carrington Street, Sydney NSW 2000 or at MBL's registered office in the ACT, by no later than
6.00pm {Sydney time) on 23 October 2007.

Any revocations of proxies (including online proxies) must be received at one of these places before the
commencement of the mesting or at the registration desk at the Westin Sydney from 2.15pm on the day of
the meeting until the commencement of the mesting.

Power of attomey

If a Sharsholder or MIS Holder has appointed an attorney to attend and vote at the meeting, or if the proxy is
signed by an attorney, the power of attorney (or & certified copy of the power of attorney) must be received
by MBL's share registry, Computershare Investor Services Pty Limited, at the addresses or facsimile number
above, or at MBL's registered office in the ACT, by no later than 6.00pm (Sydney time) on 23 October 2007,
unless the power of attorney has been previously lodged with MBL’s share registry for notation.
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By Order of the Board

Dennis Leong
Company Secretary
13 September 2007
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Notice of Court ordered Option Scheme Mesting

Notice is given that in accordance with an order of the Federal Court of Australia {Court’) made on 13
September 2007 pursuant to section 411(1) of the Corporations Act 2001 (Cwith) a meeting of Macquarie
Bank Limited (ACN 008 583 542} optionholders ('Optionholders’) will be held at:

LOCATION: The Grand Ballroom, The Westin Sydnay
Lower Level, 1 Martin Place

Sydney NSW 2000
DATE: 25 October 2007
TIME: Following the Generat Meeting of members of Macquarie Bank Limited on the same date,

but no earlier than 4.00pm
BUSINESS
The business of the meeting will consist of the following:
Option Scheme Resolution
To consider and, if thought fit, to pass a resolution in the following terms:

That pursuant to section 411 of the Corporations Act 2001 (Cwith), the scheme of arrangemert proposed to
be made between Macquarie Bank Limited and each of fis Oplionholders to effect the cancellation of the
Optionholders’ options in Macquarie Bank Limited in consideration for the issue of options in Macqguarie
Group Limited on a one for one basis as more particularly set out in the Explanatory Memorandum
accompanying the notice of meeting convening this meeting is agreed o (with or without modification as
approved by the Federal Cour?).

NOTES
Explanatory Memorandum

This notice of meeting should be read in conjunction with the Explanatory Memorandum which
accompanies the notice. The Explanatory Memorandum contains an explanation of the resolution and
further information about the Option Scheme to enable Optionhclders to make an informed decision as to
how to vote on the resolution.

Unless otherwise defined in this notice of meeting, terms used in this notice of mesting have the same
meaning as set out in the Glossary in the Explanatory Memorandum.

Required majcrities

The vote on the Option Scheme Meeting resoclution will be conducted by way of a poll. On a poll,
Optionholders have one vote for each whole dollar value of MBL Option value held.

For the resolution to be effective, the resclution must be passed by a majority in number of Optionholders
present and voting in each class of Optionholders (either in person or by proxy) and at least 75% of the total
amount of the debts and claims of the Optionholders included in that class present and voting {either in
person or by proxy).

Chairman

The Court has appointed Mr David S Clarke or failing him, Mr H Kevin McCann to act as Chairman of the
Option Scheme Meeting and has directed the Chairman to report the result of the Option Scheme Mesting
to the Court,

Entitlernent to vote

The Optionholders entitled to vote at the Option Scheme Meeting will be those registered holders of MBL
Options at 7.00pm {Sydney time) on 23 October 2007.
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Voting of jointly held Options

If MBL Options are jointly held, only one of the joint holders is entitled to vote at the Option Scheme Masting.
If more than one Optionholder votes in respect of a jointly held MBL Option, only the vote of the
Optionholder whose name appears first in MBL's register of MBL Options will be counted. Optionholders
need not exercise all of their vote in the same way, nor need they cast all of their votes.

Individuals voting

If you plan to attend the Option Scheme Meeting, we ask that you arrive at the venue at least 30 minutes
prior to the time designated for the Option Scheme Mesting so that we may check your Option holding and
note your attendance.

Voting by corporations

A corporation that is a holder of Options must appoint a person to act as its representative. The
appointment must comply with the Corporations Act. A letter of representation must be either lodged with
the Registry, Computershare Investor Services Pty Limited, prior to the commencement of the Option
Scheme Meeting or the representative must bring to the Option Scheme Meeting evidence of his or her
appointment including any authority under which it is signed.

Voting by proxy

If you cannot attend, you may appoint a proxy 1o attend and vote for you. You may nominate two persens to
vote on your behalf at the meeting. If two proxies are appointed, each proxy may be appointed to represent
a specified proportion of your vote. Fractions will be disregarded. i no such propertion is specified, each
proxy may exercise half your vote. A Proxy Form has been included for Optionholders with this Notice of
Meeting. Proxy voting instructions are provided on the back of the Proxy Form.

A proxy need not be an Optionholder. If you wish to direct a proxy how to vote on the resolution, place a
mark (e.q. a cross) in the appropriate box on the Proxy Form and your vote may only be exercised in that
manner.

Online proxy facility
You may also submit your proxy appeintment online by visiting the webpage:

www.computershare.com/au/proxy/mblo..

To use this Online Proxy Facility, you will need your Optionholder Reference Number and postcode, as
shown on your Proxy Form. You will be taken to have signed the Proxy Form if you lodge it in accordance
with the instructions on the website. i you wish to use this facility, you must lodge your Proxy Form through
the facility by no later than 6,00pm (Sydney time) on 23 October 2007. A proxy cannot be appointed
electronically if they are appointed under a power of attorney or similar authority. The Online Proxy Facility
may not be suitable for some Optionholders who wish to split their vote on the item of business or appoint
two proxies with different voting directions. Please read the instructions for the Online Proxy Facility carsfully
before you lodge your proxy using this facitity.

Proxy delivery

Proxies given by post, fax, email or delivery must be received by Computershare Investor Services Pty
Limited, at GPO Box 242, Melbourne, Victoria, 3001 (facsimile number (03) 9473 2118) (email address:
.macquarieoptions.proxiss@computershare.com.au) or at Level 2, 60 Carrington Street, Sydney NSW 2000
or at MBL's registerad office in the ACT, by no later than 6.00pm (Sydney time) on 23 October 2007. Any
revocations of proxies (including online proxies) must be received at cne of these places before the
commencement of the meeting or at the registration desk at The Westin Sydney for the 2007 Option
Scheme Meeting from 2.15pm on the day of the meeting until the commencement of the mesting.

Power of attormey

If an Optionholder has appointed an attorney to attend and vote at the mesting, or if the proxy is signed by
an attorney, the power of attorney (or a certified copy of the power of attorney) must be received by
Computershare Investor Services Pty Limited, at the addresses, facsimile number or email addrass above,
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or at MBL's registered office in the ACT, by no later than 6.00pm (Sydney time) on 23 October 2007, unless
the power of attorney has been previously lodged with MBL's option registry for notation.

By Order of the Board
Dennis Leong

Company Secretary
13 September 2007
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GLOSSARY




GLOSSARY

ADI
APRA
APRA NOHC Authority

ASIC
ASX
ASTC Settlement Rules

ATO
Bank Facility

Banking HoldCo

Banking Act
Banking Group
Board

Bridge Facility

BSCL
Business Day

Capital Reduction

Capital Reduction Record Date

Capital Reduction Resclution

Corporations Act

Corporations Regulations

Court
Court Order

Director

ELE

Authorised deposit taking institution
Australian Prudential Reguiation Authority

Authority to be a NOHC of an ADI granted by APRA to MGL on 5 September
2007 and contained in Appendix D, the conditions of which do not take effect until
such time as MGL becomes the ultimate holding company for MBL

Australian Securities and Investments Commission
ASX Limited or the stock market operated by it, as the context requires

The settlement rules of ASX Settlement and Transfer Corporation Pty Limited ACN
008 504 532

Australian Taxation Office

A%8 billion multi-currency, syndicated senior unsecured credii facility for MGL as
described in Section 3.6

The holding company of the Banking Group Macguarie B.H. Pty Ltd ACN 124 071
432

Banking Act 1959 (Cwith) )
That part of the Macquarie Group described in Section 3.3

The board of Directors of MBL and, following the Implementation Date, the board
of Diractars of MGL

A$10 billion two-year committed senior bridge facility to MGL described in Section
3.6

Bond Strest Custodians Limited (ACN 008 607 065}
A business day as defined in the Listing Rules

A reduction of the share capital of MBL by paying the Reduction Amount per MBL
Share to holders of those MBL Shares on the Capital Reduction Record Date

A date after the Implementation Date to be specified by MBL

The ordinary resolution set out in the notice of meeting issued by MBL to
Shareholders and MIS Holders and contained in Appendix E

Corporations Act 2001 (Cth)
Corporations Regulations 20071 (Cth)
The Federal Court of Australia

An order of the Court under section 411 of the Corporations Act, approving the
Share Scheme or the Option Scheme, as the context requires

A Voting Director of MBL and following the Implementation Date a Voting Director
of MGL

Extended Licensed Entity, a concept relevant to APRA prudential regulation, as
described in Section 1.1b)
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ESCP

Executive Committes
Explanatory Memorandum
Fitch

Foreign Sale Facility

General Meeting

IBG

Implementation Date
Implementation Deed
Investigating Accountant
Investigating Accountant's Report
Independent Expert

Indspendent Expert's Repart
Ineligible Foreign Shareholder

Listing Rules
Macquarie or Macquarie Group

MBESOP

Macquarie Group Employee Share Option Plan

The Executive Committee of MBL or MGL, as the context requires
This document is the explanatory memorandum

Fitch Ratings, a ratings agency

The foreign sale facility described in Section 9.12

The general mesting of MBL members to consider and vote on the Capital
Reduction Resolution

Macquarie's investment Banking Group

The date one Business Day after the Record Date

The implermentation deed described in Section 8.3.1
PricewaterhouseCoopers Securities Limited

The report by the Investigating Accountant in Section 5
KPMG Corporate Finance {Aust) Pty Ltd (AFSL 246901)
The report by the Independent Expert in Section 6

A Shareholder shown in the register of MBL on the Record Date as having an
address outside Australia, unless MBL is satisfied, in its absolute discretion, before
the Effective Date (as that term is defined in the Share Scheme) that MGL is not
precluded from lawfully issuing MGL Shares to the Shareholder either
unconditionally or after compliance with conditions MBL regards, in its absolute
discretion, as acceptable and not unduly cnerous where MBL is under no
obligation te consider whether it is or ought to be satisfied

The listing rules of ASX
MBL, MGL and each of their controlled entities

Macquarie Bank Employee Share Option Plan

MBL Macquarie Bank Limited ACN 008 583 542

MBL Option An option to subscribe for an MBL Share under the MBESOP

MBL Optionholder A holder of an MBL Option

MBL Share An ordinary share in the capital of MBL

MBL Shareholder A hoider of an MBL Share

Meetings The Share Scheme Meeting, the General Meeting and the Option
Scheme Meeting

MGL Macquarie Group Limited ACN 122 169 279

MGL Deed Poll The deed poll described in Section 9.3.2

MGL Option An opticn to subscribe for an MGL Share under the ESOP

MGL Optionholder A holder of an MGL Option

MGL Share An ordinary share in the capital of MGL

MGL Shareholder A holder of an MGL Share

MIPS Magcquarie Incoms Preferred Securities

MIS Macquarie Income Securities

MIPS Holder A holder of MIPS
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MIPS Preference Shares

MIS Holder

Moody’s

NOHC

NOHGC Restructure Legislation

Non-Banking HoldCo

Non-Banking Group
Option Scheme

Option Scheme Mesting

Option Scheme Resolution

Optionholder
Ratings Agencies

Record Date

Reduction Amount

Relavant Sals Facility
Consideration

Restructure

S&P
Sale Facility Agent

Scheme Optionholder

Scheme Shareholder

Schemes
Second Court Date
Second Court Hearing

Share Scheme

Shara Scheme Mesting

Preferance shares in MBL which are all held by the general partner of Macquarie
Capital Funding L.P and form part of the MIPS structure

A holder of a MIS
Moody's lnvestors Service, a ratings agency
MNen-operating holding company

Refers to the Financial Sector (Business Transfer and Group Resiructurs)
Act 1999

The holding company of the Non-Banking Group, Macquarie Group Holdings No.2
Ltd ACN 124 071 398

That part of the Macquarie Group described in Section 3.4

The proposed scheme of arrangement under section 411 of the Corporations Act
between MBI, and Optionhalders, the terms of which are set out in Appendix B

The meeting of Optionholders to consider and vote upon the Cption Schems
Resolution

The resolution set out in the notice of meeting issued by MBL to Opticnheldars
and contained in Appendix E

An MBL Optionholder or MGL Optionholder, as the context requires
Moody's, S3&P and Fitch

7.00pm (Sydney time) on the fifth Business Day following the Trading Cessztion
Date, axpected to be 12 November 2007

An amount calculated by dividing A$3 billion by the number of MBL Shares on
issus on the Capital Reduction Record Date

In relation to each Ineligible Foreign Shareholder, an amount equal 1o the average
price at which MGL Shares issued to the Sale Facility Agent under the Shars
Scheme are scld by the Sale Facility Agent, multiplied by the corresponding
number of MBL Shares belonging to that Insligible Foreign Sharghotder whizh
waere transferred to the Sale Fagility Agent

The restructure of the Macquarie Group {including the capital reduction} whereby
MGL is to become the ultimate parent of the Macquarie Group

Standard & Poor's, a ratings agency

The entity appointed by MBL to act as the sale facility agent under the Share
Scheme

An MBL Optionholder on the Record Date

An MBL Shareholder on the Record Date (other than an Ingligible Foreign
Sharshclder) and the Sale Facility Agent

The Share Scheme and the Option Scheme
The date on which the Court makes the Court Order
The first hearing of the application for the Court Order

The proposed scheme of arrangement under section 411 of the Corporations Act
between MBL and Shareholders, the terms of which are set out in Appendix A

The meeting of Shareholders to consider and vote upon the Share Schems
Resolution
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Share Scheme Resclution The resoclution set out in the notice of mesting issued by MBL to Shareholders and
set out in Appendix E

Shareholder An MBL Shareholder or MGL Sharsholder, as the context reguires

Trading Cessation Date The date announced on ASX to be the last day for trading in MBL Shares -
axpecied to be 2 Novamber 2007

Voting Directors The directors of MBL or MGL, as the context requires, granted power by the
relevant constitution, being either the MBL or MGL constitution, to manage the
business of MBL or MGL respectively

END
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